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The following Hints relating to the introduction of a 
paper currency, as auxiliary to that now used in these 
countries, is submitted to the public. They were sug- 
gested by Mr. Arabin, of Corka, in the County of 
Dublin, and addressed to a friend in London, who, con- 
sidering them as meriting attention, has had them pub- 
lished. A copy of them is reispectfully submitted to 
your perusal. 
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A PLAN, 
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It is of the first necessity that there should be one com^ 
mon standard to which the value of all commodities should 
be referred; but this standard, from various causes, may 
become too scarce and insufficient to represent the multi- 
plicity of articles necessary to be exchanged in the several 
intercourses of life. It must then be helped out by some 
competent means; always, however, keeping the standard 
in view, as the primary object by which these competent^ 
but artificial means, must be finally measured. 

Bullion, that is, silver and gold, has been fixed on, by 
common consent, as the standard by which the value of all 
commodities is measured ; but this bullion is not now to be 
obtained in sufficient abundance to satisfy the increasing 
demand of a continually increasing population and com- 
merce. 

Gold and silver were very deficient in the early ages, but 
this was comparatively of less importance, as at that time 
manufsictures and commerce were not extensive. However, 
this deficiency was felt even then ; and recourse was had to 
brass and leather tokens, and to other devices, the insuffi- 
ciency of which greatly impeded the progress of improve- 
ment. But when the mines of America were discovered, 
such an influx of the precious metals flowed into Europe, 



that commerce and manufactures immediately reared their 
(before) languid heads ; the Flemish looms were set to work ; 
and mankind soon exhibited a different spectacle of indus- 
try, wealth, and prosperity; even agriculture, which had 
been long neglected, began to assume an appearance of 
extension and activity. A strong proof this of the bene- 
ficial effects of an extensive circulating medium as the 
means of setting industry in motion ; for it is by the em- 
ployment of industrious labour alone that property is cre- 
ated, and labour can only be paid for through a quickly 
circulating medium, representing with facility all the neces- 
sary articles for the enjoyment of life, the rapidity of the 
exchanges giving in its turn existence and animation to 
industry. 

The state of things above mentioned continued for some 
length of time, during which, industry, commerce, manu- 
factures, and agriculture prospered, and population greatly 
increased ; but, by degrees, the American mines became 
less productive, and the labour of obtaining the metals more 
expensive. The demand for them, notwithstanding, kept 
on augmenting, and great inconvenience would have been 
experienced, had not paper fortunately found its way into 
use, and not only obviated the difficulty, but greatly in- 
creased the facility of interchange. This paper, however, 
found circulation only on the confidence that it could be 
exchanged for precious metals whenever it might be neces- 
sary, or that there was property in the hands of the circu- 
lators capable of being so converted at pleasure. 

Property, then, is the real and ultimate object of all cir- 
culation; for gold and silver are nothing but its outward 
and ostensible sign; and paper would be as valuable as 
either the one or the other, were we certain that it had 
property for its base and foundation. Our purpose, then, is 
to procure for our paper such a firm, solid, and undeniable 
prop, as must silence every objection. 



Were we the only commercial natioD, there would not 
exist a necessity for so great a quantity of the precious 
metals, as it would be easy to give sufficient credit to our 
paper currency for the interchange of our internal monetary 
transactions ; but our commerce with other countries requires 
that the ostensible sign agreed on by common consent shall 
be always forthcoming : a quantity of the precious metals 
must, therefore, be procured for our foreign commercial 
transactions. This would be greatly facilitated by our being 
able to provide such an auxiliary for our internal demands ; 
and, notwithstanding the paradoxical opinions of some of 
our political economists, that when paper comes into use 
gold disappears, it must be evident, I think, that if the 
balance of trade upon the whole of our foreign relations is 
in our favour, that balance must be settled for by bullion, 
which must be ready again for re-issue, when necessity 
requires. It will be necessary that a power be lodged in 
safe hands to prevent too extensive an issue of paper : this 
is a matter which must be specially guarded against. 

The reason, I imagine, that makes political economists so 
much afraid of the disappearance of gold upon paper 
becoming the medium of currency, must be this ; the sup- 
posed value of the paper that is now, and has been hitherto 
used, is not founded upon any real or tangible property, but 
only on the opinion that such is in existence. Even the 
security upon which Bank of England notes is founded is 
neither very visible, nor universally known. Those, there- 
fore, who have both, keep their gold and send out their 
paper for daily and common occurrence. This, however, 
argues no scarcity of absolute gold ; for the sovereign is 
still in existence, although locked up in a drawer ; but as 
long as it remains there it represents no more than an unit, 
whereas, if brought into circulation, it might represent more 
than twenty in a day. But the sovereign, though quiescent, 
is still there, and may regain this ubiquity the moment it is 
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put into use. Now the paper currency I mean to propose, 
being founded upon a real security, more solid, I insist upon 
it, than even gold itself, will be the currency locked up in 
the drawer, and the gold will be for daily use and occur- 
rence ; the paper so locked up bearing interest for the good 
of the nation, whereas, the gold when locked up is perfectly 
useless. 

The great demand and supply of a very suspicious kind 
of paper, during the late war, made a considerable change 
in the relative situations of debtor and creditor, of landlord 
and tenant The debts that were then contracted, and the 
engagements then entered into, could not now be repaid or 
performed under double the cost; and the sudden with- 
drawal, by Mr. Peel's bill, of this floating and tottering 
fabric, caused such an hiatus in our monetary system as 
requires now an effort to restore, in some measure at leasts 
those relative situations to their former standard and value. 
This can scarcely be effected by any other means than by 
recurring to a paper currency of a better description than 
that which sunk from under our feet. 

The currency proposed must be of such a nature as to 
possess an internal security so plain and convincing, that no 
person can form a doubt of its real solidity. For that pur- 
pose it is submitted, that commissioners be appointed under 
an Act of Parliament, ^' consisting of any number of 
respectable persons that may be thought proper. They 
must be accountable to a finance committee, appointed at 
the commencement of every session of Parliament, who 
must themselves report to the House, and be amenable to 
its orders. The business of such commissioners is, in the 
first place, to issue notes for different sums of money, (I 
should propose to make them somewhat different from 
Bank of England notes, although this is of no great conse- 
quence,) but payable to bearer, similar to Bank of England 
notes, and signed by an authorised ofiScer ; government to 
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take these notes in payment of taxes, and all other trans- 
actions, not exclusively, but merely to give them circula- 
tion." 

The commissioners are only to issue their notes by the 
purchase of stock in the 3 per cent consols or other funded 
security from A. B. C, and these 3 per cent consols, or 
other funded security so purchased by them, are of course 
to be vested' in them, as commissioners, for the repayment 
of the notes, when such repayment may be demanded. They 
are not to be allowed to make any use of them whatever, 
to take any deposits, or to keep any private accounts ; they 
are to be considered mere mint officers or coiners of cur- 
rency ; but they must be allowed to sell stock for the re- 
payment of their notes in coin, when necessary; but this, 
as well as every operation of issuing notes by the purchase 
of stock, or destroying soiled notes, must be accounted for 
to the finance committee, and have their approl^ation and 
sanction, so that no notes can be in circulation without their 
knowledge and sanction. 

Thus the first two conditions chiefly required would be 
provided, namely, a tangible outward and visible sign, 
which would be the notes; and an undeniable security, 
which would be the property purchased by the commis- 
sioners in issuing the notes, resting on the faith of the 
nation, the hitherto intacta JldeSy and in the hands of com- 
missioners accountable to Parliament. 

There is no necessity that this scheme should at first be 
tried to any extent : it may be made to develope its utility 
by degrees. Supposing at first that only as many notes 
were issued as would purchase one million of 3 per cent 
consols, the moment the purchase was effected the commis- 
sioners would be in possession of 30,000/. per annum, a sum 
more than sufficient for tlie expenses of the commission. 
Should the experiment fail to be beneficial, it would be 
easy to break up the establishment, and sell the stock for 
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the repayment of the notes, without incurring material loss 
to the public, if any whatever. If, however, it should prove 
successful, observe its advantages: it places our currency 
upon a more solid security than even that of gold, for it 
rests upon the security of the property of the nation, while 
gold is of itself of mere conventional value, liable to fluc- 
tuations from various causes of scarcity or abundance. It 
may be said that the price of stock also is variable ; but the 
purchase of stock for the purpose of issuing notes being 
under the control of Parliament, its quantity might be 
adjusted so as to produce an average medium of value, 
which never could occur in the purchase of gold, its supply 
often depending on foreign causes, over which we can exer- 
cise no influence. 

It would be of the greatest advantage that so important 
an object as the adjustment of the circulating medium to 
the security it represents, should not be committed to the 
discretion of individuals, who might have an interest in the 
result opposed to that of the community, but that it should 
be placed under commission, subject to the direction and 
control of parliament and a finance committee. Much 
suffering has been produced by the fluctuations of the cur- 
rency ;, it has been attended, especially to the agriculturist, 
with the most injurious effects. The debts he may have 
contracted, or the rents he may have undertaken to pay, 
would now require double the quantity of corn to defray, 
which would have been necessary at the time his engage- 
ments were made, while the means of production by nature 
are stationary ; manufactures and commerce have also suf- 
fered, though in a less degree. 

This scheme, if successful, would embrace the diminution, 
perhaps finally the extinction of the national debt, should 
this extinction appear desirable, which some people now 
question, but which the example of America will soon de- 
cide. Whenever the population of that great continent 
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shall be adequately augmented, and her commerce and ma- 
nu&ctures extended in proportion, it is difBcult to conceive 
how a metallic currency can be found in sufficient abund- 
ance for the purposes of both hemispheres; but if the 
national debt is paid off, and recourse is had to paper, that 
paper must be issued on private security alone, as there 
would be no public funds on which to rest security. 

The expenses of the plan which I propose, would pro- 
bably be more than defrayed by £30,000 per annum interest 
on the first million of notes that would be issued ; the in- 
terest accruing from all additional issues, would be available 
to increase the amount of stock in the hands of the commis- 
sioners, and by this means increasing the security of the 
notes to a certain extent ; after which, its overplus might 
be employed under the direction of the finance committee, 
with the permission of parliament, to extinguish so much 
stock as might not interfere with the security of the out- 
standing notes ; thus gradually diminishing the amount of 
the national debt, enabling it, like the spear of Achilles, to 
cure the wounds it had inflicted. 

I think I see a smile on your face at what perhaps you 
may deem the eccentric scheme of your friend ; but I am 
sure of an indulgent construction. — You may be sceptical 
upon such an apparent whimsical principle as that debt may 
be the foundation of wealth, and the means of paying off an 
incumbrance ; yet nothing appears to me more convincing 
or true. The notoriety, the ability, and good faith with 
which the pecuniary affairs of Great Britain have been 
always conducted, renders her credit both safe and exten- 
sive. The knowledge which every person may attain of 
the amount of the debt, and of the revenue applicable to 
the payment of the interest, and the expenses of the State, 
prove, that, if under her present state of taxation she is able 
to meet both these demands, that under the proposed plan 
she would every day improve, both in her credit and soU 
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vency, and be enabled to diminish her taxation by a safe 
and gradual reduction of those taxes most complained of. 
The prospect of relief from others in succession would 
reconcile people to submit cheerfully to those that may 
remain, and so desirable a feeling would be greatly pro- 
moted by an authentic publication at the end of every ses- 
sion of parliament, of the exact amount of notes in circu- 
lation, and of the stock in the hands of the commissioners 
which is applicable to their payment. 

I have considered the above plan for a length of time, 
with the greatest attention, and I have determined now to 
submit it to public inspection, in the hope that should it 
appear impracticable or erroneous, some one will take the 
trouble of pointing out the probable evil effects with which 
it may be attended, that an answer, if one can be given, 
may at least be attempted. The plan, at all events, appears 
to be a safe one, and contains within itself the means of its 
own dissolution, should such appear to be eligible, in a 
manner easy and obWous, — by selling the stock procured 
by the notes, paying off these latter with the money arising 
therefrom, and then breaking up the whole of the establish- 
ment. 

It is founded upon such evident grounds of honesty and 
good faith, that the most ignorant may see at a glance upon 
what security his property is placed, — the real value of the 
currency he is taking in exchange for such property, to 
what risk he is subjected, and to what public convenience 
he is contributing. For these reasons I have provided that 
no Minister of the Crown, or Chancellor of the Exchequer, 
should have any thing to do with the matter : not that I 
doubt either their honesty, or their capacity ; but lest the 
public should suspect that they might be tempted to tamper 
with its funds, or apply them to some unforeseen urgency ; 
and thus prevent them from being available in their com- 
pound progression to the great purposes of the plan. 

1 
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To prevent all such suspicion, it is submitted that the 
whole should be vested in commissioners, subject to a 
finance committee, which committee should itself be subject 
to the control of parliament; and these commissioners 
should be obliged to publish, under such sanction and ap- 
proval, at the end of every session, a full account of their 
transactions, with a full account of the value and quantity 
of their notes in circulation, and the exact amount of stock 
in their hands applicable to their liquidation. 

Thus this great bulk of national wealth collected toge- 
ther in an ideal form by the industry or parsimony of the 
public, would, as long as the taxes were able to pay the 
interest of the debt, become a real and solid body, capable of 
being brought out for the use of the publip, in quantities 
sufficient for any emergency, and of being again returned 
to the mass, when such emergency should cease, or be 
satisfied. 

The objections most feared to be raised to this plan 
would probably arise from the chartered Bank of England 
and Ireland, for they would lose a great part of the Mint 
profit upon the manufacture of their notes, as well as upon 
their casual loss : but this is a profit that I will show they 
have no right to expect, and it would be a fair protection to 
private banks and discounters from the tricks that tbese 
great establishments often play upon their minor competi- 
tors, by suddenly withdrawing their discounts, and thus 
contracting the issue of currency, to the great danger and 
possible ruin of many who might have a sufBciency of con-^ 
vertible property, if they had only time to effect an ex- 
change, and there was enough of currency in the market 
to answer this purpose. It might also be made to uphold 
the mercantile interests upon similar occasions. And for this 
purpose it might possibly be thought expedient to have a 
clause in the Bill permitting the commissioners, during the 
recess of parliament, with the consent of the finance coat- 
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mittee of the last session, duly summoned for the occasion, 
or with the consent of the privy council, or with that of 
some authorised body, to issue an extraordinary, but by 
them limited number of notes, to such bankers or merchants 
as should deposit in their hands stock to the value of the 
notes thus to be issued to them. These notes, after the 
emergency should cease, to be called in and paid off, by 
the sale of such stock as should not be redeemed, until the 
number or value of notes found the level allowed by the 
finance committee of the session. 

To render this provision effectual, it might be necessary 
that the tender of such notes should be a bar to any legal 
proceedings. 

With respect to the loss that would be incurred by the 
two great chartered banking establishments, in the reduction 
of the whole Mint profit they enjoyed by the sole issue of 
notes, it must be observed, that they will still retain that 
profit upon the notes that they issue themselves, and that 
they certainly have no right to expect any thing more. It 
may even be thought that they have enjoyed this whole 
profit too long. The profit of coining, should any accrue, 
belongs to the nation, who are answerable for, and fix its 
standard and value ; and notes are the mere likeness and 
similitude of this standard and value, resting upon the credit 
and responsibility of those that issue them. As they, there- 
fore, run all the hazard and risk attending such issue, it is 
fair that they should enjoy whatever profit arises therefrom ; 
but the nation runs all the hazard and risk of the notes 
issued by the commissioners, and they should therefore 
enjoy all the profits. 

Another objection may occur from the apprehension 
that too great an issue of the circulating medium might 
overwhelm the market, depreciating its value, and render- 
ing it uncertain and fluctuating ; but the finance committee 
would be able to prevent the first of these evils firom ever 
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occurring, by limiting the issue to the amount absolutely 
necessary for all useful purposes. And it is submitted that 
to prevent all uncertainty and fluctuation of value, it should 
be made penal in the Act to exchange these notes for any 
thing of less value than could be had for the golden sove- 
reigns, as expressed on the face of such notes. 

Such precautions it is hoped might render this plan both 
safe and commodious, and the benefits expected therefrom 
would be great and commanding. It would facilitate all 
exchanges of property, so necessary in all commercial con- 
cerns, which are now greatly contracted from the want of a 
sufficiency of the representative sign, of real and undoubted 
security : it would prevent much fraudulent or compulsory 
bankruptcy, often brought on from oppressive and interested 
jealousy : it would give to the timid and hoarding capitalist 
a safe and easily concealed asylum for his treasure, without 
injury to the public by withdrawing the bullion from cir- 
culation, and perhaps of losing it for ever to his heirs and 
the world. 

It would also afford a safe and easily concealed deposit to 
wealthy foreign nobles and others, having the misfortune of 
living under arbitrary governments, and who might be 
justly afraid of losing their lives if they should make any 
display of the wealth they had acquired, either by the 
favour, or in the service of their despotic employer. 

You may say, " why should they forego the interest they 
might receive from their wealth being placed in the funds ?" 
The answer is obvious — to place such in the funds an agent 
must be employed, rendering it liable to treachery and 
accidental discovery ; whereas these notes could be secretly 
-obtained, whilst they were circulating, and might then bid 
defiance both to the one and to the other. 

These notes would also lighten the loss that the public 
sustains, by the attrition of the metal by various accidents'that 
happen to it by flood and field, without any benefit arising 
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therefrom, either to the public or to any person whatever ; 
whereas, the loss of the notes would not be greater to the 
sufferer than tlie loss of the coin, and would so far benefit the 
public in the saving of interest, and in eventually reducing 
the national debt. 

It would be a curious inquiry, which I should think could 
be easily made, and its result clearly shown by the books of 
the Mintf — how much gold coin was issued from thence in 
the reign of George III. ? how much of it was called in 
and recoined, and re-issued, and what balance appears tm- 
accounted for ? Such an inquiry would afford some insight 
into the probable loss sustained by the nation by a circulat- 
ing medium composed entirely of metal, and show the 
utility of at least a considerable paper currency to aid and 
assist it. But this must be a paper currency founded on 
national security, not subject to uncertain or fluctuating 
alterations, but carefully and legally guarded from both, 
and made open and plain to the understanding of all. Such 
alone could be advantageously done by a nation whose faith 
was untainted, who had never sought, either by an issue of 
assignats, or by tricks performed on the currency by a 
vicious and arbitrary regency, as was the case in the 
minority of Louis XV., to get rid of a debt that had been 
fairly contracted, whose means were clearly equal to the 
demands that were on them, and who evinced a desire, and 
2L fixed determinatianj to render these means available to the 
satisfaction and fulfilment of all their engagements. 

Henry Arabin. 
Dublin, April Sthy 1839. 

THE END. 



Gilbert & RmvQ'tov, Printen, St. John's Square, London. 



%■ 



REFUTATION 

TO 

COBBEH'S DOCTRINE 

OP 

PAPER MONEY 

B£IN0 INCOMPATIBLE WITH THE CO-EXSITENCE 

OP 

GOLD; 

COMPRISING A SCHEME PROJECTED FOR 

REGULATING, IMPROVING fy INCREASING, 

THB STABIUTT OF THB 

CURRENCY, 

THROUGH THB AID OF A PAPER CIRCULATION 

OF A 



Bt t. dahlmann. 



PUBLISHED BY THE AUTHOR, AT No. 4, TOTTENHAM 

STREET, FITZROY SQUARE. 



I I 




INTRODUCTION. 



The author, in submitting the following pages to the notice of the 
public, is actuated by no vain or egotistical feeling. ^ * 

The plan which he thus ventures to submit, he confidently assnres- 
himself, will be found both efficacious and practicable^ towards 
the attainment of that great desideratum, a soundy invariable^ and 
faith" inspiring currency. 

The author is desirous that his system should be subjected to the 
severe ordeal of public criticism, so that its merits may be properly 
discussed, approved or condemned, and duly appreciated by its 
speedy adoption, or absolute rejection ; thus launching forth a long 
meditated scheme, which he with deference presumes will proved 
both preventive and curative of many frightful commercial evils ; 
inviting public scrutiny and interrogation as to the nature, and 
operative bearings of his scheme ; should his theory, upon rigid 
examination prove, as he flatters himself it will, deserving of public 
or government patronage, it will be to him a never-failing source 
of comfort and gratification to know, that he has so far bene*' 
fitted his country, as to free it from the constant fluctuation, panic, 
bankruptcy and ruin, which hover over, and ever attend the pre- 
sent uncertain, unstable and fallacious state of the money market. 
On the contrary, should it appear on critical investigation, that he has 
misconceived the nature of that apparently incomprehensible 
question^ " the currency," and its present influence on the labor, 
produce, and commerce of this great nation, and that his theory, 
or plan, is ineligible, impracticable, and ineffective, he will most 
cheerfully submit to the public arbitrament, and instantly withdraw 
his production from public notice. 

The author only requires a fair trial and no favor, courting dia^ 
cu88ion of the subject, by previous written propositions, impressed 
with the conviction, that it only needs analytical inquiry, to confirm 
the value and importance of his scheme. 

The succeeding numbers of the work, to be published weekly, 
besides illustrating the nature and invaluable o^ecoXvotXi^ t^lV^t^^^^^asB^^k 
will contain correspondence between lYie «Lw\3ckO\ ^tA ^^ Y^^assoX^ 



ministry, and 8ome of the most eminent, and talented writers 
and influential public characters, on the subject of political economy, 
the doctrine of public banking, and the currency, as to the impe- 
rative necessity of recourse being had to some immediate remedial 
measure, for the improvement of Uie bank and government issues ; 
also many letters of the authqr's, which appeared in the leading 
journals of the day, in refutation of Cobbetf s principle, that paper 
and gold could not circulate together. 

The Times newspaper, (April 9^ 18J39) having lately announced 
an awful crisis to be at hand, asserting that the bank directors, with 
the jgovemment^ (in fe^r and trembling^) perceive its approach, 
and having no alternative left, to evade it, but restriction of cash 
])ayments, which the author fearlessly asserts, would be aggravative 
of the present evils, rather than remedial, at the risk of the forfei- 
t«re of their charter ; the only consideration will be, what other 
means can be resorted to, for the regulation of the currency (see 
money article, Times, December and February last.) &c. 

The author, by his plan, professes fully to answer and prove 
that other means can be employed to dispel the fears of the ap- 
roaching crisis, to improve, nay, perfect the currency, to prevent 
the exportation of the precious metals, t6 avoid the necessity of 
furjther restriction, its evils and dangers, to settle permanently the 
exchanges in favor of this country, to attract the bullion towards 
its shores, to check the influences of over-trading at home and 
abroad, with American and other gigantic aerial speculations, and 
to protect the manufacturer, the merchant and fair trader, from the 
destructive casualties of a vitiated circulating medium, and restore 
and invigorate the legitimate trade and commerce of the country, for 
whichpurpaae interrogation, patronage and subscriptions are 
solicited. 



THE CIRCULATING MEDIUM OF GR^AT BRITAIN.. 



To the Bight Hon. 8. RICE, Chancellor of the Exchequer. 

(This Letter appeared in the Morning Herald, April S, 1888.) 



Sir,-*In soliciting permission to lay before you, for consideration ,. 
my observations of the general system of tiie bank operations, from 
the period, 1815, to the present day, I camM>t offer abetter apology 
than the immense importance attaching to this great subject. - If 
by my humble illustrations, which are based upon official teeoidfr 
KaicovAxmeiih^ fatal experience, I should soeceed in rendeting 
itofpablic w^WtY,' and could he made instrumental in aceom" 
plisHng this great end, I shall feel myself fully compensated, and 
hope to be further interrogated on this all-important subject. 
Should this be refused me by you, Sir, as it has been by Lard 
31ELB0 VRNE, by the directors of the bank of England, &c., I 
shall be left with the gratification of feeling conscious of having 
offered to do that which is within my power, for the perpetuity of a 
great public good. I shall resolve on laying it before a discrimi- 
nating public, and to which you have in your reply, dated March the 
8/A, promised your mature deliberation. 

The great questions at issue are the circulating medium of Great 
BritaiA^— its increase and decrease, its relative effect in respect to 
the quantity of bullion in its possession, and in its varied dtate, 
the fluctuation of foreign exchanges, the old note being the arbi<* 
trary and sole power of effecting its imports and exports, its trade 
at home and abroad ; the general state of the commercial 
wants, and the encouragement, and ensuring a balance in favor of this 
country, and the protecting and insuring a just remuneration to the 
operative, the manufacturer, the agriculturist, and the national 
creditor; and finally to guard against all sudden shocks* 
Such are the vast and incalculable, individual and public interests 
involvisd- The Bank Directors seem determined not to listen even 
to suggestions, however probable and certain they may be^ of 
an alleviating nature. It is then evident that the government should 
not have given up the privilege of coining. The bank of England 
have assumed this monopoly, and the government have as far as this 
worthless paper,called money, can be secured, made it a legal tender. 

All that is beneficial is permitted by the government to be grap- 
pled at by private individuals and public companies, and is this to be 
tamely submitted to? They should for their own interests and in jus- 
tice to the community at large, the prosperity and welfare of the com- 
mercial world and for the sake of the credit of this country adopt some 
measure calculated to promote and perpetuate such objects ; and I 
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must here declare this to he my conviction I can do. We now arrive 
at the topic which has excited so much puhlic anxiety at this crisis, 
the amount of hullion at the hank November 15, 1836, which was 
reduced to £4^933,000, is said to be increased to£7,000,000&c. The 
limited amount of notes in circulation of the same date, being inade- 
quate, as a circulating medium of the kingdom, and disproportioned 
to the specie in the bank coffers, inequivalent also to the increased 
population, and increased power of production by steam, rendered 
of the most importance, that a more fixed and better regulated issue 
should circulate, and be rendered, if possible, subservient, as was the 
case when trade first rendered it necessary, through the agency of 
government, to coin. I am therefore, most anxious to submit a 
prospectus of a plan, for the circulationr of an auxiliary note, which, 
I can make manifest, will prevent the necessity of sending the con- 
templated half-million of specie to America, in the vain hope of 
bringing the exchanges in favor of this country, as I predict it will. 

It is propitious to know that the bank of England have a 
Mr. CowELL, a confidential agent, there, and that he can be made 
instrumental in counteracting the designs of Captain Stockton, 
Messrs. Jordan, Biddel, Diddlee, & Co. upon the few 
millions we have left ; it is suggested that the whole of the half* 
million is to be remitted in specie, besides an unlimited quantity of 
the bank irresponsible paper ; and this is to be disposed of for the 
purpose of competing with the American banks, in purchasing the 
mercantile bills in America; making that the grand mart of nations ; 
taking the invoices as security, and transmitting them to this 
country to hold, until the bills become due ; one-half or two-thirds 
only of the invoiced price are advanced. I beg leave here to ask, what 
can justify this monopoly of trade, this imbecile finance system by 
England's bank, opposed to their charter and common honesty ? and 
what apathy in our government to allow the bank to interfere with 
the business of the exchange merchant ? and advancing money ou 
pledged goods, for which purpose they likewise, not only advance 
through their vampire agents whom they possess, with capital to 
infest our markets at home, but to go abroad and intercept the le- 
gitimate trader there, for which pui*pose they have sent Mr. 
Co WELL, with millions of money that do not belong to them ; and 
this we are told is to bring trade into a favorable and natural 
state ; £600,000 was shipped in the last packets from this port, and 
also £50,000, and many other large sums were shipped from Liver- 
pool last week — ^poor creatures ! 

The subject of Biddle'sbank fraud was brought before congress, 
relative to the use he was making of the old bank notes there ; he was 
charged with having put into circulation, twenty millions of these 
notes, planting them in all his branch banks^ and possessing all his 
agents and buyers with the means of purchasing every description 
of our merchandize as well as every description of produce of their 

^ See my letter to the Bank of England which appeared in "The Herald*' 
April 21, 1838. . 



own country. If these are fa<:ts, what chance does Mr. Co well ^tand 
as agent there for the hank of England, in hringing the cxchange^evcr 
in favor of this country, with the paltry half-million sent out with 
him, or th e millions sent after him ? while they have their Barings 
and other Wild speculators and companies of London, their suc- 
cessful gammoning agents of Liverpool, and their affluent Holford 
of Manchester. 

Only interrogate me on the connecting a hank of issue with the 
present hoard of trade, from which a protecting note shall issue of 
real value, which shall he more sought after hy the act of man with- 
out the aid of an act of parliament, and which I can make manifest, 
will he sought after hy all great huyers, for the American 
and other markets, and sent out and made to circulate in America 
to the amount of many millions. My ohject in addressing this letter to 
you was, that I should have heen interrogated previously to the hank 
directors sending Mr.CowBLL with millions of bullion, not their own, 
and which paper I can make manifest would he more sought after than 
bullion ; and which note will never be at a discount as it is at home 
or abroad ; this protective bank note will take precedence of the old 
bank note, or any other paper of this country or of its own liabilities, 
not even excepting Biddle's or any other American bank paper in 
America, or at home. These protecting sterling bills they will 
find it to be their interest to prefer ; these bills when placed in 
the possession of Mr. Cowell, or any intelligent agent, will 
be made to command their money, or money's worth, for the benefit 
of the nation . Allow me to implore that you will in your 
capacity as Chancellor of the Exchequer, command an im- 
mediate enquiry into the gross injustice of such interference with 
trade, by the bank of England, which no national bank is justified 
in doing ; it is only by the introduction of such new circulating 
medium, as my proposed note can possibly give a preponderence 
in favor of the exchange in favor of this country — see the admitted 
three causes I sent the joint stock bank, American cotton dealers, 
and the stock exchange gamblers, which shall appear in my next. 

The long continued apathy and indifference of the government 
of this country to the transmitting of our few remaining millions 
to the United States of America, is what I complain of. It is not 
their own to do so with, and I feel confident I shall be pardoned 
for suggesting the propriety of your calling them to account for 
such unjustifiable proceedings, and cause me to be interrogated 
as to my further reasons for introducing this all important specie 
of paper. 

Yours respectfully, 

DAHLMANN. 



THE PAPER CURRENCY CONSIDERED 

Twenty years' experience in Irade to little advantage, has induced 
me to look round for the causes of the disappointments I hi^ve sus- 
tained and I find them to arise from the fatal facility which capitalists 
have of accumulating money, withdravfing it from circulation ^ 
and misapplying, by powerful and fictitious means, millions of rag, 
called money 

It now appears to be the almost universal opinion that a metallic 
currency can never answer the purposes of this once great profitable 
trading nation ; and for the purpose of putting the best construction 
on the issue of notes, I will admit it to be for the convenience of 
trade and the public in general, that the old notes are allowed to 
be circulated and made to be a legal tender, subject to be changed 
into gold at the option of the holder, which is found impracticable. 
But the circulating medium of the country is something very differ- 
ent from this. The present circulating m^ium stands self con- 
demned, else why have recourse to those shifts and expedients — jit 
consists of coined gold and silver, notes, checks and bills of 
exchange ; and that those checks and bills form the greatest part, 
it will be admitted, from the general transactions of the country, 
being paid l)y them without the instrumentality of gold qv silver 
except in minor transactions iPor -change. Gold, itself when im- 
,ported into tihis-cottitry^ is sold and paid for by a bill or check, by 
solvent purchasers, as they are considered ; nay, transactions take 
place fai a day, greater in amount than all, the coined gold and 
silver in ISngland, probably in JBurope; and for which, if gold 
•and silver were requii^ed to be counted it could not be done in 
months. (Sold and silver, therefore are not absolutely necessary 
for this great trading nation, but for other {>urposes, needless a^a 
im^inary as will kfterwards appear : paper is tiierefore desirable. 

^e curi«ency of the country previously to the days of Pitt meant 
the coined gold, silver and copper;. and since his days the notes 
came into circulation, aoid this should, «md ^an be made subservient 
to represent wealth, and wealth to be r^dered subservient to it, 
as would be the case if my proposed issue were adopted. All 
checks and biUs, warrants. Sec. in addition, I leave for others to 
dispute about. 1*0 me it is evident all this must be included, but 
to prevent mistakes, I will call it the system of distribution of 
wealthy or science of trade. 

The present system of the circulating medium is said by ^^ The 
Times'' to be the best which can be devised ; for, as it is alledged by 
its advocates, it secures confidence, and answers all the purposes for 
which it is intended. The first position I deny ; and under the influ- 
ence of the second, great mischief has been committed ; and the evil is 
still powerf ally working (see Times Feb. 18, 1839, page 5) and as 
tAe auscbief which is done is committed V)"} levi Vvaxkd.% who are 
capi'Mis^, and as it were secretly, and that oik ^^^xOb^^Ol^^x^^'^^ 



known, and by very few nnderstopd: they do not see it, and have not 
to deal with it knowingly^ — ^it is therefore less likely to be exposed, 
as it is the more difficult of exposure ; I mean the use of coined 
gold in exchanges, and the unlimited quantity of inconvertible 
paper. Some writers on this- subject, have thought one-fifth in 
amount of the currency of coined gold and silver, sufficient for all 
the purposes of commerce ; when the holders of the old note 
would not give the quid pro quo, or gold, or silver, my note would 
be then called for and become of intrinsic worth. The gold and 
silver alone, can be made to serve all minor transactions, for change 
and what might be necessary beyond that, should be done by ex" 
change of property, represented, by a small bank note, issued by the 
agents and bankers, as 1 desire to make manifest, if called upon. 

It may be doubted* if ever there were an hundredth part of the 
amount ofthe currency in coined gold in circulation, and how under 
such facts confidence should be inspired Lhave to learn. That the pre- 
sent system produces mistrust I know, and that it forebodes the most 
awful consequences I feel ; and I also feel convinced, that such 
a system ought to be replaced by a better one ; for which purpoee 
1 have formed a scheme. We trust a man with diffidence, who 
has bnt a small capital, and make him pay smartly if he wants 
£100, with £10,000 stock in his cellars or in bond, though indus- 
trious and honest; but we trust, with the most unlimited confidence, 
the person who pays all he ow^ and out of trade, living on the in- 
terest in the bank.. Again, a man with 10 or £20,000 in notes, isablo to 
purchase another man's real wealth in stock of double that amoant, 
and he consequently becomes a bankrupt Again, the wine mer- 
chant who wanted- £100 with £10^000 stock in his cellars, was 
in order to raise the £100, compelled to deposit £150 stock, 
and received only £80 in cash; it is this plundt^ I can 
practically shew, may be prevented by ihe formation of a joint- 
stock bank, and I should much like to see the Duke of Rutland 
on the committee, in order to shew that his Grace coincides with 
my views. 

The quantity of gold and silver coined may be known, the quan- 
tity in circulation cannot, because it may be melted down, or hoarded 
up, or sent away, as the bank of England are now daring to do to 
America, (see my letter in ^^The Herald," April 3rd and 21st.) 
by Mf .. Cowell, on the adoption of my scheme. 

The number of notes issued and in circulation may be known, as 
likewise may the number of checks and bills, as my system would 
exhibit the protecting note by register, bnt no guess can be made 
under the old system ofthe extent of their issue; my issue bein^p 
intended to represent the surplus manufacture it can be traced when 
there is an excess or dearth of the article produced at a profit, con- 
sequently the amount of the medium will be coequal with its want» 
for circulation and when it has answered its virtuous purpose,, it 
should be destroyed. Atid yet we are told by grave sages that the 
bank' of England alone, .has justly the power, of raising or lowering 
the exehanges, by. deoreasingor increasing' their issues; my is&uft 
thu» called forth, would have this ef^^X^ aiA VXveX \ftQ -w^JSaswaX 
Injurioualy effecting the state of \eg\t\maXe U«.^^ ^-wVxOsv \ ^^2^ 
notice by and by. ^ 
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Gold and silver whatever its impress may be, are worth their 
weight, and every other article produced has its value, and 
are preferred on that account as currency, my note would be the same 
where such wealth is required. There is a lurking error under this 
cloak, which sliould be exposed, and which has produced this ciisis. 
Would a man take gold to any foreign country when a bill of 
exchange, or bank note, would pay him better? Would he take coals to 
Newcastle? Would he not then seek after my paper which it is intended 
should represent money's worth, which note would represent the ar- 
articles most in request in that part of the world, to which he may 
be going. 

If he were about to visit the cold climates he would seek after those 
joint-stock and public companies' notes, representing articles re- 
quisite for such places ; what may be deemed miwise individually, 
may be collectively anti-national ; as I therefore contend a better note 
r^resenting wealth, can be introduced, I am determined to send 
my first pamphlets to the individuals or companies, being the pro- 
prietors of all the present depositories, for goods, considering that 
all such depositories also should become banks of issue. A moment's 
reflection must satisfy every peraouythat now every banker who issues 
notes mubt transact his business under considerable apprehensions, 
as would be the case with the bank of England were it not for the 
government sanction ; and eveiy rumour must make him still more 
afraid lest a run upon him should take place — ^my note would prevent 
this. They may know they are worth more than all the notes issued, 
but they also know they are not worth them in gold or bank notes ; 
but my joint-stock bank would only have a coequal issue and protect 
the man of real wealth from the paper monster ; the uncertainty 
of realising wealth is doubtful in any other way. Then why 
continue this exclusive right to the bank of England and joint-stock 
Banks ? Surely it must be better to free them from such difficulty, 
and the country from such imminent peril by introducing a sound 
and permanent system of paper currency, that shall really represent 
the value of all such wealth, under such circumstances ; what 
security can be so good, as the goods are worth more than specie, 
which surplus may at all times be so arranged when paper would 
answer better — all such medium should be made a legal tender, 
and no producer would then starve for want of the possession of 
such paper circulation, which the present note has not the effect of 
doing. The bank of England, and all other banks ought to give se- 
curity to government for the notes they issue, my note would be per- 
fect, as security to the holder ; my issue would not only be secure, 
but give perfect stability to the system of currency being estab- 
lished, without possibility of a panic; my note would be the security 
of real wealth, and so effective that no earthly panic could shake it. 
No harm could arise on that account, because every person holding 
a note of whatever amount it might be, would hold in his hand a 
bond for part of the nation's wealth. This has all been juggled into 

the paper maker's hands. The London bankers object to security 
being given to government ; and their reason is that it would deprive 

them of muchproht derived through this delusion, by taking 
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away their agency bosinesSy and placing th6 securities they hold 
for the payment of country notes in the hands of government, 
or commissioners appointed by parliament ; this is as it should 
be, and upon mature deliberation might be found to be, for their 
own individual and national safety. Why any person should 
object to take a note which is the representative of wealth produced, 
and holds such security for, which he does with his eyes open ; 
or why they should not be as acceptable as either the present bank 
of England notes y or gold, I cannot comprehend : they would be as 
valuable as either, and equally if not more secure ; for if sold there 
would be found bank stock funded in the name of the holder of the 
note, or the person to whom it is endorsed and entitled in the register. 
The gold now iu circulation, save a few half sovereigns for small 
change, might be withdrawn and used for commercial purposes ; or 
shipped to pay our troops in case of a war with Canada, Ireland or 
Russia, and thus shew the injurious tendency of sending Qut 
Mr. Co WELL lo the United States* There is an inclination to es- 
tablish free trade in money. There was, and there also continues to 
exist in the opinion of many, formidable reasons for a discontinuance 
of the bank' charter and its exclusive privileges. Government 
should have retained the privilege of coinage and assurance, 
(sec my pamphlet). This is part of my scheme and the con- 
sequences are to be dreaded if I expose it to France or Ame- 
rica. 1 beg to call your attention to " The Herald" April 3rd 
and 21st. and your reply dated May 8th. 

It is by these means the deficiency of the revenue last year may 
be made up without difficulty. But since reading your speech in 
**The Chronicle," May 19, 1838, it becomes my duty as well as my 
inclination to solicit an interview. Is it not time for you to interfere 
when the Bank of England and the individual capitalist prefer the 
individual funded security, to the security of men of real wealth, 
whose property to the amount of millions annually, is thus sacri- 
ficed for the want of a competitive issue ? The want of this co- 
equal representative, the occasional security of the present circula- 
ting medium^ is the cause of all panics. 

My note can be made quietly to steal into circulation without know- 
ing horn whence it sprung. What good reason can be assigned for 
your paying a higher rate of interest than the public ? This privilege 
of coining die circulating medium, no minister should have ever ceded; 
this is becoming more manifest every day. It has been often 
truly remarked " that the cards have beat their maker." The minis- 
ters of their day created this vampire system, which will destroy 
itself ; and those who attempt to stem the torrent will be swept away 
themselves : it will prove irresistible, without the timely aid of this 
auxiliary note, to divert it into a right course; and I can shew that 
•this paper may be so introduced, the happy effect of its working 
imperceptibly spread, and the national prosperity perpetuated 

Under the present system this would be productive of the most ru- 
inous effects, as will be seen with the country banks ; when the cur- 
rency question is enquired into by Mr. Hume's Committee ^ \€ \Vi<^ 
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qaestion be not barked tliey may be justly pronounced se in conse- 
quence of a want of gold to cash notes with. Suppose two other com- 
panies of equal respectability with the Bank of England were es- 
tablished in London, and issued notes ; the circulating paper would 
be injuriously increased, or the amount of gold in the haiulf* of each 
would be very small. If ttte former, what would be the con- 
sequence to our foreign commerce ? evident ruin ; for it must 
be ever remembered, whatever has a tendency to raise prices, is 
ruinous to foreign commerce. Then away with your corn laws? 
An argument alone, one wonld have thought sufficient to have 
convinced every man of the evil of increasing the circulating 
medium unless on my plan, when the holders of the old notes will 
not part with the quid pro quo. — Would it not instantly weaken 
credit by making that little gold held by the bank of England, less 
by division? But supposing three times the amonnt of gold were 
coined to keep up the par of the present system ; should a run take 
place, and all want gold at the same time, each would be seeking 
the other's ruin. What would become of competing bankers then? 
No such run could ever take place, if the second bank above al- 
luded to, were established for the issue of paper to represent surplus 
produce, to prevent its being sacrificed to the first bank. Some 
propose government to become national bankers ; but I propose, 
as the predous metals were intended to represent trade, &c., that 
only those who possess them, or have the possession of the new 
note, should have any influence over industry by which a portion of 
those who labor for the general good should become benefitted. Wc 
cannot have practical Christianity until then — this alone can effect 
that great derideratum, by which man shall award due justice to his 
fellow man. 



I will now dedicate this part of my pamphlet 

TO G. A. ROBINSON, Esq. 

Chairman at Jbloyd*^, and Director of the projected City Cham- 

her of Commerce, 
If a war were to take place with the Canadians, and the Com- 
mons, who should he the representatives of the people, were to 
refuse supplies; or were there an extravagant administration, 
keeping a standing army and police of 150,000, who would then take 
the present government paper, unless it were of this character? Or 
under similar circumstances, what would be the effect of two or 
three competing banking establishments in London ? A panic, re- 
volution, ruin, (See Dispatch, Nov, 25, 1338,) unless one of 
these estahlishments were for the issue oif a representative of our 
superabundant produce. It is for the want of this auxiliary, or 
expedient circulating medium, that our confiding, deluded millions, 
are now working and starving, without an idea of the cause, which 
this would prevent. Under a well arranged register of such issue 
the capitalists would come into the market on a fair footing. 
There would be no great capitalists to swamp the little ones, and 
bay at less than prime cost. The capitalist, or capital offenders. 
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are the vampire monfiters, who tmder thifi ^old won out syBtem, are 
80 destr active to our trade tuid »a&afactwres , but under a well 
secured paper system competition would do gotft^ and a pledge 
sale, and a joint-stock bank should be ooanected with your pro- 
vincial bank: The capitalists and bankers would then deal with 
tlieir own, or what others commissioned them to do as ag^ats, 
to be employed for legitimate purposes of trade, thus preventing 
such " Wild" owr *'' Baring*' speculations as I lament to see eu- 
logised ; it IS this which^ has produced the afflicting crisw with 
America. These agents would then become buyers only for 
consumption, and might be made useful members, by their receiving 
one-eighth or a quarter por cent. , and not h'om three to five, and 
fifteen per cent. It is these middle men who are allowed to work 
out the heart's blood and vitals from our once bold English pea- 
santry, formerly our country's pride. It is these money lenders who 
dole out in useless amounts, to all the producing lingering classes, 
that they may be constantly embarrassed, and secure all the profit 
to themselves : placing within our workhouse prisons, those that do 
not prefer starving without. I seek not, nor do I desire to alter 
the standard of value. I wish to fix it by the system of an aux- 
iliary paper issue, which shall represent the market price of the 
day. / do insist that the present bank note cannot ever be made 
to do this. The issue of these competing banks would be a sub- 
stitute for that which would represent real value^ instead of 
that which represents no value at all, TTius paper may 
be made absolutely a better medium^ and I only desire to shew 
the effect of this system, through the agency of a society empow- 
ered to form a cosmopolite association : or through the agency of 
Smith's Pantechnicon, or the King Street Bazaar. My scheme 
must rank higher, and take precedence of the British pledge society 
as the surplus I suggest should be at the disposal of the Chancellor 
of the Exchequer to payoff the deficiency bills,amounting to millions. 

The laws of England make a man as liable for a check which he 
signs and pays away, or a bill which he ^dorses, as for actual gold 
which he may have received ; and a bargain in either case would be 
held as sacred. If a hundred pieces of calico were sold for twenty 
pieces of russia, or home-made cloth, worth £100, (my note would 
give the facility of effecting such purchase at a gain, but if the bank 
discounted for the purchaser as they do for America, they would hold 
back, so that the raw material would be up, and manufactured goods 
down ;)and if the issue of these notes be made legally to circulate, only 
at par, it would prevent the capitalist buying it up; so that when the 
holder of the old note, could, or would not see his interest, in parting 
with the quid pro quo of the old note for such goods, the parties 
would be saved from ever sacrificing them to such capital offenders; 
and the goods you have advanced upon would be put up for the full 
amount with interest, &c. and a protective note issue made legal. 

We often associate with our conception of things, more important 
notions than they deserve : gold and silver are as much articles of ex- 
change as any thing else, and when the bank note is accented i&vs^ 

*A was observed at a Public MeeUng in ^Vni^Ti^wi, 'OaaN.^''^^^^^^ ^"^ 
Baring, &Co. netted £651,000 in one yeax. 
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that instant be turned into gold ; or moneys worth even if the amont 
were unlimited. A good mortgage upon an estate would be as va- 
luable, to the amount, as if the parties had gold in hand if my note be 
made a legal tender; it is thus the standard of value co^ild be fixed, but 
not so with the bank note ; and my note, would be a real security and 
as good as gold or land. The gold itself is lent upon such security. A 
mortgage deed^without an estate, is like a shadow without substance, 
and what else is the character of our present bank note ? I insist, 
therefore, that a protective bank note might be sanctioned and issued 
to a great national advantage on all deeds, warrants, &c. &c., when 
the holder of the old notes will only give as much as he chooses 
to consider its worth, and not the market price of the day, whilst 
all and every such property may be registered and deposited when 
convenient, under similar circumstances. When the holder of the 
old note will not part with the value, such issue, so secured would 
be preferable and better than a gold or silver circulation, it would 
be infinitely better than the present mixed and fictitious system, 
which is notoriously unstable, and insecure, and always will be so 
until you render money subservient to wealth, and wealth subservi- 
ent to labor, and prevent the banks of England and Ireland taking 
in pledges ; but if the metals be made subservient to every trans- 
action, it must be done by reducing, dividing, and sub-dividing the 
amount of the necessary quantity required to be given for such 
an increase as industry and amount of produce require ; it is only by 
such an enactment that the quantity of gold can be made to represent 
every ordinary transaction. Until wages are reduced to one- far- 
thing per day, or less, and a sovereign sub-divided, so as to be 
made to pay a proportionate number of labourers ; our present 
notes purpose to do what they have not the means of doing ; notes 
cannot be changed into gold ; there is not gold to do it with, which 
fact has produced the present panic. If it is desirable, to have 
a better representative, it is absolutely necessary we should have a 
better medium. (See Mr, Daniel O' Conn ell's Letter in the 
True Sun, the last general meeting of the Provincial Bank 
of Ireland). Put my scheme of paper to the test, let it be 
experimentally tried by the Cosmopolites, &c. Peel^s bill 
may then become effective ; the existing law to pay in gold is ren- 
dered nugatory and has caused an enquiry to be commenced into 
the banking system, this is dreaded, and has been stifled. If it 
be determined by this drowsy apathetic committee to persevere in 
the same ruinous system again upon 1 6th May, we must endeavour 
to increase the value of the precious metals as coin, and every 
article of produce, as population causes it to be requisite, as Mr. 
Hume states July 9, in'^The Times*' to whom I tendered my scheme, 
let us have this representative coequal issue of paper which shall be 
convertible, and withdrawn on presentation ; thus preventing the 
destructive accumulation of this inconvertible rag in the hands 
of a few destructive, withholders as they become valueless. The 
late run upon the Bank of Ireland exhibited the baseness of the 
system in its true light, and it is ssdd did not arise from any dis- 
credit of the bank, but to gratify a party ; and the same thinif may 
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arise here in a mdment^ whenever one party has an opportunity of 
injuring the other. It caused a stifled investigation at the time, and 
the circumstances are now being agitated again by Mr. Hume, but 
previous to further enquiry I wish to be interrogated, the Chan- 
cellor of the Exchequer having promised, by letter. May 8, 1688, 
to give this scheme due deliberation. Should not certainty and 
security be preferred to imcertainty and doubt ? Let us then 
employ the best secured paper that can be brought into circulation. 
Some argue, that though there is so little gold in circulation,, 
even that little, is to be taken as an earnest, that whatever sum 
might be wanted could be had if demanded. It is said the sight 
of the little gives confidence that more is forthcoming when 
wanted- Now, if this were not false in principle and operation, 
every banker would be ruined in his business ; because it sup-- 
poses there is as much gold in the hands of bankers as they 
have notes in circulation, which is notoriously false; and if true, 
must shew, that what they gain by issuing notes, they lose 
by keeping gold. The great evil of the present system is in passing a 
lie upon the public as a truth, and in their pretended investigations. 
If my plan is likely to prove effectual in faithfully repre- 
senting gold and silver, or money's worthy the note should be 
tried — the law says one thing and fact another. But no delusion 
can last long. Some contend, and others pretend, that the present 
system is necessary to regulate the exchanges ; and that it is judi- 
cious that the bank of England should possess the privilege of rais- 
ing or lowering the exchanges at their pleasuie — this illusion is 
past — this new paper would have this effect, nay, some country 
bankers pretend, if they issue notes, the exchange ought to go- 
vern their issues. Others contend, that unless paper could be ex- 
changed for gold, confidence would vanish, but this Loro Al- 
THOHFB made as right as any act of parliament can do for you, 
by making paper a legal tender, and the country bankers are not 
liable to pay in gold, as the present inconvertible paper has shewn ; 
and others say the vulgar prejudices must be considered, (delusion 
must continue,) or a revolution would follow. Why, the gold we have, 
probably not one hundredth part of the circulating medium, should 
give confidence, I know not ! It has been proved and admitted to 
have produced much mischief. Vulgar prejudices should be aban- 
doned, for what is so sterling and real as my paper will be. The 
monetary system is now conducted upon credit with very little ca- 
pital. I would that we should have a joint-stock bank of wealth, 
and that it should be attempted at one of our splendid bazaars or at 
your assumed provincial bank^ and that its issue should be for its 
real representative when the value cannot be obtained in Bank of 
Ireland Notes ; thus dealers for ready money would be secured, and 
those that have it must part with it in exchange ; or starve- 

My saving note would be more sought after than gold or silver, as 
it would be issued at par ; it would thus draw the gold and silver ; 
the note being for the bare value without profit, so that the goods 
being offered at such a price would ensure the beixe^lQi^'ss^^xiL^i^y^ 
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a great aaioant a| hoim and abroad. Through the agency of thit 
effieieocynote, the seller could run no poesihlc risk, and all notes 
issued upon such security, and made to represent the amount in 
money's worth, in warrants, bills on houses, lands, or goods ; and 
these transactions registered and fully detailed, would greatly 
facilitate the obtainiag oar wants and supplies, and oblige the 
withholders of the old aote to part with it, and not hoard up ; and 
compel those who have the bulkon to bring it into circulation. 

The present system may be compared to a man with a capital of 
£1,000, and who gets credit for £100,000. If the parties he sells 
to fail, he is ruined — he has but £1^0 to pay £100,000 with. 
So, under the existing system, should any emergency arise to 
create a demand for gold^ it could not be found to pay probably 
one la a hundred , and yet we are to have confidence ! Away with 
such delusion, then away with the exclusive right of tender in 
the old note^ and substktHte that wbich would purchase him so 
much gold. If he does not want gold, he takes that which is equi- 
valent, and exchanges it for what he does want ; and all this he may 
safely do in confidence. Why not then carry the principle out by an 
auxilary to the old bank note, and introduce one made to represent 
the articles of the price and value. Our attempt to pay gold is 
the teiTor of bankers and all money-mongers, and the cause of all 
panics* Establish then a paper system firm and immoveable, and 
which shall run coequal and parallel with the requisite increase of 
producing, so essential for the prosperity and happiness of those 
who do every good thing ; then the industrious shall have some of 
the necessaries of life, and the fear of want will be banished for ever. 

According to evidence on the bank charter, the issues of the 
bank is said, are regulated by the exchanges ; i/ this be true 
what a tremendous reciprocal power the directors of the banks 
of England and Ireland possess over the property of both 
eountries; what a mighty undue influence transactions of cer- 
tain Jews and even Christians have now upon them. The power 
which the^ directors of the banks have over prices, by contracting or 
extending their issues, is only to be turned to a blessing, by in- 
creasing the value of the metals or hyws^tntmg aaattendantiseuef 
to prevent exactions by the old note holders. Their power is infi- 
nitely greater than the Liord Chancellor's over property ; for the in- 
creasing or diminishing of the issues of bank notes, operates upon 
prices always injuriously, and ruinously to many thousands (jseepro^ 
vincial report of the bank of Ireland) by raising or lowering the 
prices of all commodities, for home, as well as foreign trades. All the 
bank directors are ti*adens : M. Patterson was in the silk trade. — 
oh ! England and thy blighted charter- In case of war the trans- 
actions of individuals with the bank, by their demanding gold for 
notes, might be overwhelming, and at once ruinous to the country, 
but in the event of my system being brought into operation, such in- 
dividuals would instantly become attracted^ from interested motives 
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to seek my competitive note. My saving note would soon 
inspire us with confidence in the virtue and efficacy of this 
new bank issue^ and make itself manifest ; the present charter has 
proved itself to be a delusion ; no doubt that saved us once when 
the country was at war with Bounaparte, and the bank note was 
only a temporary expedient^ attempted in the days of Pitt ; what 
may now be the result of such issue under different circumstances, 
I will not pretend to say. I would not try it longer ; jind to me it 
appears the height of folly, to make it the only resource in time of 
trial, when a better, yea, a perfect system might be established. If 
the government do not rigidly search into this wretched expediency of 
Pitt, they must bear the odium entailed by this denier resort. It must 
no longer continue, the country in its present financial measure, is 
ever vulnerable on this point, to any power, that can procure means to 
withdraw the gold from the coffers of the bank, as the American and 
French have done ; and who will continue so to do until the bank 
cease to discount their paper to such an unlimited extent, and 
beg to refer you to my letters in " The Herald," April 21, 1838, 
on this subject, signed Dahlmann. It is to me mysterious and in- 
explicable, that the issues of the bank of England should permanent- 
ly regulate the exchanges ; or that the bank should be governed by 
them in their issues* How, or by what process it is said to be done 
I cannot comprehend, and they have no desire you should* I can 
suppose, occasionally, that many merchants might want to draw, 
and all coming into the market to sell, would raise the exchanges ; 
and that debtors to England abroad, finding such a rise, would 
procure gold or silver to remit notes ; and which notes, gold, or 
silver, the bank might purchase upon its arrival here, at the ad- 
vanced price, £3 17 lOi-'{Times)smcejiug.\S^ 1838; and so might 
other merchants, but the bank Directors have turned exchange 
merchants themselves — this must be fatal. But what has that to 
do with the exchanges ? Supposing that the bank advanced notes 
called money, to Mr. Cowell or the merchants, and this pre- 
vented the exchanges rising, this could only be done for a time, 
and that upon negociable securities ; and I will enquire what se- 
curities would be better than sugar bills and other warrants, which 
would fall due in their course, and I must also ask for good reasons, 
why the law should prevent these from being a legal tender, which any 
man ofbusiness would then prefer? The exchanges must be then go- 
verned by the commerce of the country, and with the agency of this 
note would be protected horn being sacrificed ; and would be high or 
low as trade might operate to produce it, and the wants of an in- 
creasing population require* The bank with its present inconvertible 
irresponsible issue, can in no way permanently operate to prevent 
it more than other banks, nor near so much as such men as Roth- 
child, BARrNG & Co., HoLFORDS, and others are doing at this 
present time, (see " Times"Aug. 1 ,) which shews the inefficacy of the 
system- As to the bank opening a bill purchasing establishment in 
America, described in the above two letters, I protested against and 
hope Mr. Hume will call upon MrXowiaiA* lo Vwo'w \)cv^ \c8j^\. ^V\s!«» 
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mission and his pretensions to restore the exchanges: this isthenicr'- 
chant's business; they may purchase gold of France and remit it to this 
country when the exchanges are low, but what permanent effect can 
tliat have towards raising them? The foreigner will buy gold to remit 
whilst it is low without reference to the bank or bankers purchasing 
when it comes here. They would part with much of their gold for my 
paper, as it would represent our excess, consequently could be parted 
with under par.The exchanges thus effected must become ])ermauent if 
we depend upon profitable trade, and the rise or fall will be dependent 
on the balance of such trade^ The Times stated, August 18, 1838, 
"that the Bank were paying £3 17 lOj" This will most decidedly be 
safely regulated by the issue of this note which will be made to pur- 
chase more gold in quantity than any other paper, and I contend ft-om 
that period gold \^ill find its way back and be cheaper, instead of 
dearer. Reference is frequently made to the Scotch system of 
hanking alluded to by Mr. Marshall, one of the provin- 
cial bank directors, but no fair comparison can be made 
between the two, as no demand is ever made upon the 
Scotch or joint-stock bankers for gold to remit abroad, and this 
will be the case in this country, when this note becomes legale the 
demand will be for the wealth note- For the national industry 
without even the aid of machinery, will draw all the gold so as 
never to leave this country again, but we must not be compelled 
to eat corn law bread — and here arises the most important ques- 
tion in the system- Why is coined gold wanted for the exchanges ? 
If coined gold is wanted to remit to foreigners in payment, it must 
bo to benfit the rauucy exchanges alone, or they would send the gold 
in bars, but all are money scriveners from the counter to the 
throne* Why, if a loan is required by the government in case 
of a war, which loan would be principally required for ammunition, 
&c.the treasury note should at once issue, which note should be upon 
the consolidated fund thus to be created and not through the agency of 
loan robbers. The sooner this old exclusive system is put an end to 
the better. It is therefore my decidedly fixed opinion, that a me- 
tallic and auxiliary paper currency thus affiliated and secured, is the 
best circulating medium, and I contend that it is a decided refutation 
of Cobbett's system; that by it no losses could be sustained, and 
that if there is any truth in the opinion that the banks by their 
issues, ever operate injuriously upon the exchanges, it must be be- 
cause of a paper and metallic currency being circulated together j 
and that the exchangers used the latter as coined, for interested 
purposes, and not for its intrinsic worth, which if separated, 
exchanges of property would prevent gold as well as this newly le- 
galised paper being used as an article of commerce, until there was 
an exoess of those metals ; and would regulate the exchanges, with- 
out the interference of the bankers or any one else besides 
those who could export or import at a profit* 

The government by this proposed plan need not alter the system; 
it changes the responsibility, but increases the security and benefits 
industry which my printed calculation proves, as will appear in my 
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next, and will throw twenty- five millions into circiiiation* Do uot^ro- 
nouneethis to be a nostrum until you have enquired into this my first 
attempt. The cost to them will be the same, whether they keep bank 
notes or gold. The gold then becomes of secondary importance- 

The agitation and final decision of this question in 1819 was very 
iujurioos to the many, as it was beneficial to the few ; but great 
mistakes were jnade as to whoip it injured. Some persons who had 
money owing to them equal in amount to the value of their stock, 
as was my case at the depreciated price ; the debts they owed were 
of a similar amount, as waft the case of the Liverpool merchant who 
failed for £41,000, and whose assets were of the same amount; 
here again is a powerful reason for such a note, when neither party 
could be injured. Let it be borne in mind too, that men, who like 
a certain builder at Islington, that borrowed money on security of 
houses he was raising ; men who got their living and contributed 
their quota to the state; men who owed no more than was due to them ; 
all these were injured in proportion to the rise of the value of 
money, which could never again happen if this note were called into 
circulation ; when the holder of the old note would not part with 
it at the market price. The immediate and perpetuated sufiFering 
they now endure would be for ever prevented, and their prosperity 
ensured. Thus all would become moderately rich and none by 
possibility become poor ; whilst the many are now injured, who are 
driven to seek for the assistance of the hoarders and withholders of 
the old note ; all must continue to suffer until the surplus wealth 
be represented by a new note and made available, which note 
should be made legally to circulate, and bring into utility the 
surplus old note. Some have Been led to believe that because 
there is less money in circulation, there is a want of money in the 
market, which produces the misery complained of ; (the circulation 
of the new note will be limited after the first batch.) This is a 
great mistake ; there is neither a want of money, nor a want of dis- 
position on the part of those few who have it to lend, but it is the 
ruinous and enormous interest or advantage they are determined to' 
obtain if parted with, to which my note will open their vision 
and make them see its impolicy- It is the indiiference and exac- 
tions of the capitalists over every species of production, which the 
auxiliary note can alone prevent, and ensure remunerating prices 
to the master manufacturer, and thus enable him to reward the 
labouring and industrious millions for their hire; and render the 
capitalists less deserving of capital punishment, and our anti- 
national banks a great national blessing ; thus ensure to us a trade 
abroad, that will enable us to lay seige to gold in every part of the 
world ; and this will be mainly effected by a surplus production, 
which is now totally sacrificed to the money monger. Thus our 
surplus produce in conjunction with our powerful machinery, will 
be the envy of all nations and glory of the world. 
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SECOND LETTER TO THE CHANCBLLOR OF THE EXCHEQUER. 



Is the present Bank Note, called Money y beneficial or injurious 

to the People ? 



Money has so bewildered all our ideas that we seldom consider 
in the ordinary pursuits of life, what it is we are really in search of 
in our daily occupations — a sort of false guide that is constantly 
presenting to our view shadows for substances, and imaginary 
phantoms for realities, &c. &c. 

It has for a long time past appeared to me, that the present 
mode of conveying the production of labour to each other by 
means of money and credit has been highly injurious^ and very 
much checks the producing and consuming powers of the people^ 
An equitable system of exchange, by means of a note representing 
the value of the articles produced when the old note is not avail- 
able, all depositories to be banks of issue, where all parties could 
meet without the absolute intervention of either money or credit, 
would, as I am compelled to think from long observation, produce 
an extension of benefits almost unlimited. 

Money is the Juggler's cup and balls, where by the unproductive 
part of society extracts the various proceeds of labour from its 
unthinking producers, or like the beads and feathers the Europeans 
have sometimes exchanged with the natives of savage countries for 
various kinds of food, &c. Just so have the useful classes been 
hitherto, and still are, tricked out of their real valuables by the 
money-mongers of various kinds. 

Money is neither the measure nor the standard of value. When 
we speak of a peck, a bushel, a chaldron, a foot, a yard, or mile, 
— an ounce or a pound, it recals to our recollection a standard 
weight or measure ; but when we speak of a sovereign or shilling 
we imderstand something about a market price, which is ever vary- 
ing and conveys no fixed standard whatever, but is just what the 
money- mongers choose to make it ; now this fluctuation or varia- 
tion would be desirable if the auxiliary issue were to be decided 
upon after the producing or useful classes are set in motion to 
SUPPLY THB NATURAL WANTS OF SOCIETY, but Only in such a way 
as their labour can be rendered available with a profit, and as 
long as the producing classes think they cannot move forward 
without money, so long must they continue with their arms folded, 
wanting those things they have the collective power of creating 
until it suits the views of some money-monger to set them in 
motion. Thus the largest and most useful class of society becomes 
legal game tor the possession of what they call the precious metals. 
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but which, it appears to me, ought to be called the mischievous 
metals ; the population is by these means hunted through the 
world in a constant state of mental anxiety — ^neither do these metals 
form any beneficial guide in the arrangements of society or the 
distribution of wealth as is'now admitted by ** The Times*' who de- 
clare it to be their decided opinion that, in the first place they are 
limited in quantity, and nearly the whole amount, from their accu- 
mulating qualities, can be collected together in a corner, and the 
holders of them can, by keeping them back, obtain the labour of 
the population on their own terms — Whence we find, from official 
documents, many thousand persons working for the miserable 
pittance of two-pence half-penny per day ; on the other hand, we 
are frequently told of individuals dying in possession of sums vary- 
ing from thousands to some times millions, is there any belief that 
such a man can enter the kingdom of heaven ? 

It is generally admitted, that labour is the scource of wealth — 
then, how is it that a superabundance of labour does not produce 
a superabudance of wealth to the producers and creators of wealth, 
the reason is clear — the intervention of money is continually drain- 
ing them of that which they ought to retain and consume ; and my 
hope is that I shall be interrogated as to the possibility of rendering 
labour — ^in reality to be the source of wealth. 

Do we not continually see the best and most useful part of society 
toiling, or willing to toil incessantly for a miserable pittance, and do 
we not see the produce of their labour drawn away from them and 
gathered into heaps by means of enormous rents and various other 
contrivances?* by which means the money is constantly drawn from 
them, leaving them only a passing sight of the idol of their imagina- 
tion. But some will say it is the monopoly of land, taxation, 
national debt, corn laws, and various other things. I insist that it 
is the absence of an available circulating paper to represent our 
surplus productions ; allow me to ask those persons, if any one of 
those things could have existed to its present extent but for the in- 
strumentality of money ? The wants of the times for government 
and other uses must have been met at the time, had it not been for 
the use of paper money, and not left as a legacy for future genera- 
tions. No sort of useful wealth can be hoarded for any length of 
time without wasting in various ways. It is accumulated money 
only, to which they can say — thou shalt be my everlasting companion, 
&c. — it is then injurious. 

If we look at a house, " Oh !'* exclaims the money-monger, " it 
has cost me so much money!'* It has done no such thing; it has 
cost the working builders a certain number of days* labour, the 
value of which they have been tiicked out of by the mischeivous 
metals ; the whole value is in labour. Nature (supplied the clay for 
making bricks — the timber and the materials for making mortar ; 

* The population of London, in the majority of cases, pay the first cost of their 
dwellings (which, for the most part, are erected with little regard to health; every 
two or three years, and in a great many cases every year, and sometimes every 
six months ; will you then try the experiment? 
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•-^hesame of a coat^ from the wool on the sheep's back to the out- 
ward garment that clothes and decorates a man, we shall find it 
little else than labour ; and so of the rest, let me point out then in 
what way labour may be represented and Christianity rendered prac- 
tioaU 

When we look at loan contractors, rich bankers, wholesale and 
retail bargain buyers and sellers (at tiroes appropriately enough 
called slaughter houses), together with a host of subordinates, such 
as attorneyF. auctioneers, stock -brokers^ and various other brokers 
too numeious to mention, we shall find them all with their money 
nets and snares ready set to draw in the mighty treasures of labour 
from its thoughtless and hitherto ignorant producers, and so accus- 
tomed are they to be set in motion by and for the posscssers of money 
that they think it quite impossible to do any thing without it, and 
really believe we should all starve if deprived of its use, so much 
so, that a proposition of the kind would be met with an excla- 
mation of, what! would you have us do without money? to 
which, with all due deference, I would venture to reply, most 
assuredly; for so long as the producing classes remain with their 
arms folded waiting for the money to be forthcoming to set 
them in motion, so long must their labour be subject to the ever 
varying market price, which is bound by no fixed standard of 
value, but is just what suits the views of the money-mongers. 

It would fill a long catalogue to enumerate the various abuses 
and ills resulting from the use of money ; the national debt with- 
out it could never have had existence, nor could immense fortunes 
have been made by watching the turn of the market, for no crooked 
turning could have existed in the market if an equitable issue of 
paper were made to represent (by a well regulated register,) all 
Burplus wealth. 

But ** Oh ! •* exclaims some, " here's paper money again revived 
amongst us." Such persons have evidently thought little on the 
subject when they make such an exclamation. The one has, under 
proper arrangement, labor for its basis, and would, in that case, 
represent neither more nor less than the unconsumed produce of the 
useful classes ; the wants of mankind could and would at all times 
be met, idleness prevented, and poverty would be unknown ; its issues 
need have no other limit than the producing and consuming powers 
of the people, the supply of their wants would form the payment of 
their receipts, and the outstanding circulation would be their stored 
up stock of labor. Now allow me to ask, what resemblance there is 
between this labor money and the speculator*s bank notes, which form 
so many paper nothings to fish up something fromthe fountain of labor. 

The labor receipts, if issued to the bona fida producers, no others 
could obtain them except for equivalent consideration — docs the 
money-monger obtain his mischievous metals, or notes in this way .•* 

The limits of this paper will not allow of going into detail upon a 
mode of exchanging the produce of labour, opportunity will pro- 
bably occur daily when this is enquired into by the public , which I 
intend noticing weekly. 
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To return ; to the evils of eitlier a metallic or the old paper eur- 
reocy, this may be met with in every movement we make — ^they 
check production and prevent consumption-^create a monopoly in 
some cases, in others feed and foster an excessive competition 
which produces low prices and low wages, and is beneficial to 
none but fundholders, rent-robbers, and money-jobbers, and create 
a desire in all for their possession as a means of obtaining every 
thing else without the trouble of the parlies applying themselves to 
any useful occupation, thereby fostering indolence, idleness and 
every other crime, not stopping at murder to obtain its possession. 
The people are not taught to say I am in want of certain things and 
must produce something useful to obtain them ; on the contrary, 
they say I must first obtain the money, and that too frequently by 
dishonorable means ; but if not in this way, then are the useful 
classes placed at the mercy of the money-mongers (men made so by 
the operation of money), and great advantages do they obtain over 
them ; they apply, hat in hand as humble supplicants for permission 
to be employed to produce for the advantage of others. 

I beg leave just to add one circumstance illustrating the sort of 
feeling engendered among the various classes of society, by the use 
of money. A farmer at Willesden, in Middlesex^ once told me in a 
plentiful hay season, that there was so much hay every where that 
it was not worth the cost of gathering-in ; the reason is clear — ^it 
had first to be exchanged for money, or an arbitary paper called 
money, before it could be consumed. 

It is lamentable that the finance ministers, Hume or Attwood 
cannot discover any alternative but following up the old worn out sys- 
tem. There is seemingly an incurable blindness in letting loose the 
capitalist on the producing classes ; the careful cautious legitimate 
manufacturer no longer has any chance of assistance at a^ow rate of 
interest, speculators and bubble schemes are alone considered safe in- 
vestments* In due course the Gazette of Friday night should have con. 
tained a monthly official return of the assets and liabilities of the bank 
for the twelve weeks, ending on Tuesday last, but strange to say, it 
has (we believe, for the first time) been deferred or suppressed. This 
has an awkward appearance, just now, when every body was anxious 
to see what the average of the amount of bullion, or midway-point 
between the highest and the lowest quantity, taking the range of 
the whole quarter, was set down at. All, however, that we can 
now say about the matter, is, that the Governor and Deputy Go- 
vernor of the bank, had an interview with the Chancellor of the 
Exchequer on Monday; (see Mr, Hume's speech July 9, 1839) the 
bank account was furnished next day, in obedience to the statute ; 
but it is understood a million of sovereigns are to be borrowed from 
the bank of France, to meet the payment of the dividends, and thus 
they continue to insult our understandings by professing their inabi- 
lity to continue cash payments^ without condescending to call in the 
aid of foreign coffers to supply the exigency of the times. Is it not 
monstrous that we should be driven to borrow money of the bank 
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of Pnuiee, who have always hitherto heen looked op to with pre- 
emiDeDt respect and esteem, as the only coiuitry capable of furnish- 
ing supplies in emergencies, and of snbsidiziDg other states to fight 
their battles, and for other purposes in the hour of need, O 
Tempota O Mores I Calamitous is the prophetic aspect as to the 
prospective position of poor old England, put in relation with other 
powers, over which it has hitherto not contained its justly entitled 
precedence. 

L. S. D« these most intelligent letters, dgnifying every thing in- 
volving the envied and pre-eminent dignity of Great Britain, thoa 
art now to preface an account current between once happy and 
independent England and her proud relentless enemy, in which it is 
but fair to presume the balance will appear any thing but favor- 
able to the credit of the (atone time) most creditable of nations. 

T. DAHLMANN, 

4, Tottenham-Street, 
June I ^ 1839. 
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CAUSES 



WHICR LSAD TO A 



BANK RESTRICTION BILL. 






A FRIGHT is a very unpleasant thing; and 
equally so whether it arisies. from the explosion of 
a steam-engine or from the sight of a mouse. The 
greatness of the suffering is by no means com- 
mensurate with the cause, but dependant on the 
nervous irritability of the patient. For frights 
which, have a cause there is no remedy but to 
strengthen the nervous system ; but for frights 
which have no cause— -which are chiefly dependant 
upon the activity of the imagination, great relief 
may be obtained by the terrified person simply 
asking himself the question, ** and what then ?" 
Autumn is a sad time for persons so sensitive : 
the newspaper editors are at their wit's end to 
find topics of excitement : some turn literary, 
philosophic, scientific, &c., and fill their columns 
with wonderous lore ; but the most approved re- 



ceipt is to get up a bad harvest^ distress in the 
money-market, and a Bank Restriction Bill. 

" What ! is there no just cause for alarm at a 
Bank Restriction Bill ? Is it nothing for the Bank 
to stop payment of its notes in gold ? Would it not 
derange all the money transactions of the country, 
and bring about commercial distress?" 

The Bank refusing to pay its notes in gold, or 
the Government's prohibiting its continuing to do 
so, would derange nothing, and produce nothing. 
Either would only shew that the commercial 
transactions were already deranged, and when 
such is the case distress must follow. But the 
stopping of payment of notes in gold is the conse- 
quence of commercial derangement, and not the 
cause : the Bank so doing would be a means of 
making lighter that distress which must already 
exist before such a measure could be thought of, 
if the alarms and fears of the foolish and the 
frightened did not prevent that alleviation. The 
Bank's refusing to pay its notes in gold would 
afford the true measure of the extent to which the 
derangement had already gone, because it would 
shew every article for exportation to have two 
prices, a paper price and a metallic price, a home 
price and a foreign price; but it would cause 
nothing. The crisis of a disorder is not the cause 
of the sickness, but the commencement of the 
cure ; it marks the greatest height of the disorder, 
but from that moment the patient begins to amend : 



and whenever a Bank Restriction Bill takes place, 
or whenever the Bank refuses to pay in specie, 
the public may rest assured that if such an occur- 
rence did not take place, there would be much 
greater ruin of manufacturers, greater fall of prices, 
and greater derangement of commercial relations. 

The embarrassment under which the Bank of 
England is now suffering arises from two causes ; 
first, from the circumstance that there is not a 
continually bearing in mind, and a not carrying 
out in practice, correct principles of currency; 
and, secondly, from the total ignorance of these 
same principles amongst the greater part of those 
members of the House of Commons who speak 
upon this subject, and who have teased and goaded 
the Government into tolerating much that ought 
not to be permitted, whereby a state of things has 
been induced for which the Bank of England is 
made responsible without being able fully to con- 
trol it. 

It seems to be concluded by the London mer- 
chants, from whom the Directors of the Bank are 
chosen, that any one who has sufficient intelli- 
gence successfully to carry on his own trade, i? 
therefore sufficiently instructed in the principle of 
currency to be a Governor of the Bank, and to 
know how to maintain an equal measure of values 
for the whole empire. This opinion marks a want 
of due estimation amongst the governors them- 
selves, of the real importance, and of the nature of 
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the office which is delegated to them by the Crown. 
They have to perform an oflSce sui generis, such as 
no merchants in any other, and such as no king's 
minister in any state ever had to fulfil. In order 
not to be without some fixed basis on which to 
reason, the following elementary principles are 
transcribed : they were drawn up about 1819, and 
have been published at different intervals since ; 
and as they were useful in clearing up the diflfi- 
culties of some persons formerly, they will perhaps 
serve the same purpose also now. 

1 . Trade is the exchange of one commodity for 
another. 

2. The intrinsic value of a commodity is the 
quantum of skill and labour required for its pro* 
duction : the marketable value is as the supply and 
demand. 

3. As simple barter is inconvenient, a common 
representative of all commodities has been chosen 
to facilitate exchange.* 

4. This common representative is the precious 
metals.* 

6. The precious metals are less liable to waste 
than most things ; they are also little likely to be 
suddenly increased or diminished in any consider- 
able quantity ; they are therefore the best repre- 
sentative that can be found. 

6. Being the representative, they are conse- 

* The quantity of payments to be made is no criterion of 
the quantity of currency required to make them. 



quently the standard measure of the values of the 
represented commodities ; and if they could be as 
fixed a measure of value as a foot-rule is of space, 
it would be so much the better. They are only the 
best that can be found.* 

7. Coining is the State's warrantry of the metal's 
purity. 

I^It is necessary for a state to fix the number of parts into 
which it will divide a given portion of metal for its currency, 
and this fixed number of parts is called the mint-price of that 
metal : e. g. if a pound of gold is coined into forty equal parts, 
each called a sovereign, the mint-price of a pound of gold is said 
to be forty sovereigns.] 

8. All commodities are said to be dear or cheap, 
according as they require more or less of this 
representative to be given for them; which ex- 
pressions can have no meaning but in reference 
to the standard by which the commodities are 
measured. 

[As precious metal is the standard by which all other com« 
modities are measured, to say that it is dear or cheap is a con- 
tradiction in terms. It is better to have only one metal as the 
representative ; and as gold cannot be conveniently coined into 
sufficiently small pieces, silver is the best.] — Vide also Note, p. 6. 

9. If there be a smaller quantity of metal in a 
country at one period than another, the price of 
other commodities (their quantities and intrinsic 
value remaining the same) is said to have fallen ; 

* Other circumstances, besides the quantity of paper, can 
cause a variation in the supply of the precious metals; but 
nothing can permanently exclude it, nor permanently maintain 
it as currency, but the regulation of the paper which circulates 
together with it 
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i. e. a smaller quantity of metal must represent the 
same quantity of commodities^ and vice versd. 

[If there be a joint currency of metal and paper, and anj 
circumstances sliould cause an export of the metal, it will be 
necessary for the issuers of that paper to diminish its quantity ; 
also^ that the paper becoming smaller in quantity^ may rise in 
value in proportion as the metal rises.] — Vide also Note, p. 6. 

10. A country must contain that quantity of 
metal which is necessary for its trade ; for if the 
quantity of metal in it were so small that commo- 
dities had greatly fallen in price, they would be 
sent out of the country to be exchanged for metal 
to be brought back. If the quantity of metal were 
so great that commodities had greatly risen in 
price, the metal would be exported rather than 
the commodities, and foreign commodities brought 
back instead. — [^Vide Notes, pages 6 and 7. 

11. Thus a country must keep that quantity of 
metal which is necessary to facilitate its barter, 
and no more. 

12. As trading by means of the precious metals 
is more convenient than simple barter, so paper is 
more convenient than metal ; but paper is defi- 
cient in all the other qualities that metal possesses. 
First, it is very liable to waste ; and secondly, it 
may be suddenly increased or diminished in any 
quantity; it wants, therefore, all the necessary 
qualifications which ought to constitute a standard. 

[The precious metals are of great intrinsic value ; paper is 
of very low intrinsic value ; therefore a greater quantity of un- 
productive capital is locked up in a metallic than in a paper 
circulation^ which is another advantage in favour of paper.] 
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13. Paper, then, is an equivalent for the pre- 
cious metals only, inasmuch as it is convertible 
into them at the will of the holder : paper being 
the representative of a representative. 

14. The coined metal or paper used in the in- 
ternal trade of a country as its representative, is 
called the currency of that country. 

16. A given portion of paper is said to be worth 
a given portion of metal, not according to its in- 
trinsic, nor to its marketable value, but because 
it is convertible into that quantity of metal which 
it professes to be. 

16. It has been shown (10) that the necessary 
quantity of metal is preserved in a country by its 
free import and export ; if paper be substituted for 
nietal, besides the other defects mentioned, (12) 
this is superadded, viz. : that it cannot be exported, 
becanse it is useless everywhere but in the country 
where it is first issued. The same methods, there- 
fore, which regulate the due quantity of metal in 
a country, cannot regulate the due quantity of 
paper. 

17. If the currency of a country be composed 
partly of metal and partly of paper, and if, from 
too great a quantity of metal being imported and 
coined, or from too great a quantity of paper being 
issued, the currency become redundant, as the 
paper cannot be exported to rectify it (16), the 
metal will (10); and if the paper be convertible 

B 
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into metal, so much will be so converted, and the 
metal exported, as will reduce the quantity of 
currency to the same amount as if there had been 
no paper at all. 

18. So long, therefore, as the paper currency be 
convertible into a metallic currency, the joint 
quantity of the two will never be greater nor less 
than it would be if there were no paper at all ; and 
therefore the paper will be as eflScient a represen- 
tative as the metal. 

19. The relative quantities of the two at any 
given period will vary from any other given period 
according to the convenience of traders, and are 
immaterial, as the joint quantity is the essential 
circumstance. 

20. If the paper be not convertible, if the quan- 
tity of currency become redundant, and if the re- 
dundancy be greater than the export of metal can 
correct (10. 16), the remaining paper currency 
will be depreciated ; i. e. will not be worth so 
much as it professes to be (16), and the prices 
of all other commodities will rise (9). — [ T^^/eNote, 
p. 7. 

21. It has been shown that the smaller the 
quantity of currency be in a country at any given 
time, the lower must be the prices of all other 
commodities at that time ; and that if the metallic 
part of that currency be exported, it is because 
there is a redundancy of currency ; if this redun- 
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dancy were to be relieved by any other means, the 
same effect would be produced as if the metal were 
exported. 

22. It has been shown^ also, that so soon as th^ 
redundancy is reduced, no farth^ export of metal 
can take place ; consequently, if the redundancy 
were relieved by any other means, no export at all 
would take place. 

23. As the metal is exported because the joint 
currency is in excess (17), and as, if this excess be 
removed by any other means, the metallic part 
would not be exported (22), were a sufficient part 
of the paper withdrawn from circulation, no export 
of metal would take place. 

24. It follows, therefore, that wherever there is 
no metal in circulation, it is because the paper is. 
in excess, and that no measure can be effectual to 
make metal return to a country from whence it 
has disappeared but the withdrawing part of its 
paper currency from circulation, and making the 
remainder convertible into metal ad libitum. 

The usual method by which paper money is in- 
creased or diminished is by raising or lowering the 
rate at which it is lent. There is a continual 
temptation to increase the quantity of paper, be- 
cause the manufacturers and merchants are con- 
tinually asking for present money, which they 
intend to repay at a future time, in order to in- 
crease their manufactures and trade. Moreover, 
the more paper is in circulation the more the pro- 
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fits of the Bank of England increase; and thd 
more manufacturers and traders are employed, 
and the more the profits of the Bank rise, the more 
the country is supposed to be* prospering, and the 
cheers of the ignorant encourage the delusion. 
When at length bullion begins to go out of the 
country, the Directors of the Bank curtail their 
issues, the jobbers in money begin to clamour, and 
prices begin to fall ; so that the means of repay- 
^ng> ^y future sales of goods, the money already 
advanced fails, because^ both by the ceasing to put 
out more paper and by the export of coin, the 
value of all goods has diminished. Nay, pity 
and compassion come into help ; many honourable 
and excellent persons represent themselves as 
about to be irretrievably ruined if more money, 
that is paper, be not lent to them ; so that on 
every side the solicitations to put forth paper are 
multiplied, whilst there is nothing to counterba- 
lance these temptations but the cold knowledge of 
dry abstract principles of currency; the certain 
conviction that, however just may be the repre- 
sentations of particular individuals, nothing can 
cause bullion to disappear but too much paper 
having been issued, and that nothing can avert a 
much greater and more extensive measure of suf- 
fering but the effectual, steady, though temperate, 
withdrawal of the same. In the performance of 
this duty, the Bank Directors are sure to be 
assailed by all who are suffering from the change^ 
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and by all whose trade being to job in money, 
estimate the prosperity of the country by the 
abundance of money which they may obtain for 
their own purposes. It is the duty, therefore, of 
all who are well instructed to support the Bank 
Directors in such times, knowing that they never 
do contract their issues without the most urgent 
necessity existing for the same. 

When the preceding propositions were first 
published, it was said by many, "Oh, I agree to 
this doctrine, and think it is all very well for ordi- 
nary times, but it is impossible to apply it in 
times of difficulty in the money market, or of dis- 
tress amongst manufacturers." This objection is 
a mere subterfuge ; it is a fallacy to suppose that 
principles can be understood, which are thought 
to be useful only in times when they are not put 
to the test. What would be said of a man who 
should profess his admiration for a system of navi^ 
gation which he would use in a dead calm, but 
which he thought inapplicable to a storm ? what 
of a general who thought the principles of the art 
of war good in time of peace, but inapplicable to 
the movement of troops in a battle? People who 
have spoken in such terms really do not agree with 
the doctrines here set forth, although they say 
they do, and probably think so. 

By those who do not understand the true prin- 
ciples of currency, and who will not take the 
trouble to learn them, it is asserted that the causes 
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which have produced the present embarrassments 
of the Bank of England are, first, a scarcity, which 
required a large importation of com from abroad, 
which com must be paid for in bullion ; secondly, 
that gold and not silver is our standard, so that 
the smaller bulk afibrds facilities for exporting it 
which silver does not possess ; thirdly, that a large 
quantity of cotton has been sent upon speculation 
to this country from America; that bills have 
been drawn for the amount, which bullion and 
not goods must be sent to answer.* 

If com has been brought to England why must 
gold be sent out ? the Poles do not eat gold nor 
make clothes of it. Gold is sent out because it 
is cheaper than any other commodity ; than vel- 
veteens, or cutlery, or any other kind of goods 
which the Poles could use. And why is gold 
cheaper? Because there is too much currency. 
How is bullion to be made dearer and the currency 

* The fc^owing extract from a newspaper of large circu- 
lation is one specimen of many that might be quoted: — 
<^ It is a question not very easy of solution, how it is that a 
balance of trade should still be in operation against us. The 
payments made and making for foreign grain are, it is to be 
presumed, much more considerable than the public are aware 
of; and the exportation of our manufactures are still so incon- 
siderable as to be hardly worthy of being taken into account at 
all as a medium of exchange. Last year we shipped nothing to 
the corn-growing districts of the continent. This year there is 
the same absence of orders, and we suppose it may now be 
^rly understood that this branch of our export trade has all 
but ceased." 
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diminished ? By withdrawing paper from circula- 
tion. But this will cause all prices to fall ; no 
doubt all prices will fall because all prices have 
risen. During the period, long or short, during 
which the currency has been becoming redundant, 
prices have been rising, and therefore an increased 
quantity of goods have been manufactured. 

As to the second alleged cause, namely, the 
greater facility of exporting gold than silver, it is 
scarcely worth the trouble of remarking that any 
precious metal must always be more easy of ex- 
port weight for weight than any other commodity, 
and that were silver substituted as our standard 
for gold, it would not ultimately make any differ- 
,ence. There are other considerations which make 
silver possibly preferable to gold, but the question 
is comparatively unimportant, 
. The answer to the first alleged cause is the an- 
swer to the third. Granting that there has been an 
extra quantity of cotton sent to England for which 
bills have been drawn, and which the merely ordi- 
nary and regular trade with America cannot liqui- 
date, bullion would not be sent from hence unless 
bullion were cheaper than anything else. If bul- 
lion were made dearer than any other commodity, 
the other commbdities would go out and not the 
bullion. By making the bullion dearer, that is by 
withdrawing paper from circulation, prices would 
fall in the proportion in which they had been sti- 
mulated by the increasing issue of paper. 
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But as all these points are already answered in 
the preceding propositions^ let us consider the 
second cause of the difficulties of the Bank of 
England, arising from the pernicious measures 
which have been pressed upon the Government by 
some members of the House of Commons. 

Whilst the Bank of England is solely responsi* 
ble for keeping a due amount of circulation afloat, 
it is not the only body to which the Crown has 
abdicated its prerogative of issuing money ; other 
bodies have been permitted to do the same. Ali- 
though the exchanges are mainly the criterion of 
the sufficiency or insufficiency of the amount of 
the currency, there are in practice many little cir^ 
cumstances which experienced men will perceive, 
and which prudent men will act upon without 
waiting for the exchanges to become permanently 
affected ; but all power of attending to these cir- 
cumstances, or even of knowing them thoroughly., 
is taken from the Grovernors of the Bank of Eng- 
land by the permission to others of issuing paper- 
money; moreover, great deception is practised 
upon them. It has been stated upon unquestion- 
able authority that on application being made in 
a town where two of these establishments existed, 
to know the amount of paper they had in circula- 
tion, it was discovered that they returned the 
balance only after mutually clearing the charges 
they respectively had upon each other; that is 
to say, one having £1,300,000, and the other 
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£1,500,000 out in circulation, the amount in the 
hand of each being £1,000,000, they cleared 
that sum, and then returned the balance, viz. 
£700,000, as the amount in circulation, instead of 
£2,700,000, which was the truth. 

A jealousy and envy of the prosperity of the 
Bank of England has given rise to much oflS- 
cious meddling by parties who have exhibited 
nothing but total ignorance of sound principles 
both of currency and of banking. There is a 
longing to participate in some supposed myste- 
rious advantages which the power to issue paper 
money affords. If any individual wishes to share 
this advantage, he has nothing to do but to 
become a proprietor, which is open to all. If 
the Bank of England had an exclusive privilege 
to issue paper money, which it ought to have, 
it certainly ought to pay for the same. Since 
the Crown pleases to depute its prerogative of 
issuing money to others, it is not wise to do so 
without procuring some equivalent advantage 
either to itself or to its subjects. It has been pro- 
posed that the subjects should share this advan- 
tage, by giving permission to other bodies to do 
the same ; and it has been imagined that the mere 
fact of the issues being compelled to pay in gold 
would be sufficient to prevent the over-issues of 
each, just as the liability to pay in gold controls 
the over-issues of the Bank of England. No opi- 
nion can be more fallacious. Supposing banks to 

D 
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exist in Birmingham, Liverpool, Bristol, York, 
Newcastle, Westminster, Southwark, &c., each 
issuing paper money, and that the exchanges were 
against this country, it might happen that the 
bullion was going out for a certain period exclu- 
sively from Liverpool, where there would be con- 
sequently a gradual demand for it, compelling a 
bank there to withdraw the whole of its notes, 
whilst at the same moment a bank at Newcastle 
might be increasing its issues. The bank at Li- 
verpool might be wholly drained and ruined, 
mainly by the operations of some other, without 
a possibility not only of saving itself, but even by 
its own sacrifices of mending the exchanges in the 
remotest degree. The effect of these banks upon 
the mass of the country would be exactly such as 
it would be were the Directors of the Bank of 
England to be formed into various sub-committees, 
one of which should curtail and the other increase 
the amount of paper respectively under its charge. 
In like manner, the Bank of England may be cur- 
taiHng its paper whilst some other bank is putting 
more out. Nay, it is almost certain that such will 
be the case, for the pressure felt by the manufac- 
turers at the operations of the Bank, will cause 
them to make demands upon the banks in their 
neighbourhoods, and the Bank of England having 
no control over these, will be compelled, in self- 
defence, to refuse to advance money upon any 
bills which directly or indirectly belongs to other 
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banks. Yet even this measure may be insufficient, 
for the currency of a country is an unity, like the 
blood ; what is put forth in Lancashire or Somer- 
setshire, affects the whole as certainly as what is 
curtailed in London affects the whole. If the 
other banks continue to put out paper, a fearful 
crash will follow, which would more suddenly 
subvert the whole actual condition of society than 
any other single act could accomplish. Such will 
be the effect, at no very distant period, of the 
establishment of any companies, banking, com- 
mercial, or by whatever name they may go, who 
shall have the power of issuing paper money. 

It would be impossible to refuse to advance 
money on the bills of other banks, which also issue 
paper, without an appearance of great harshness, 
and even of hostility ; exhibiting a feeling against 
them by no means merited. They have no busi- 
ness to be looking to the exchanges directly as the 
reason for extending or for contracting their issues; 
they may look at them indirectly, i. e. they may 
perceive by them that which the Bank of England 
must do, and so far direct their own actions. But, 
directly, no demand can be made upon a bank 
in the interior of England for coin for exporta- 
tion, however it is possible that such an event 
might occur to a bank at an outport, such as Bris- 
tol or Liverpool. The sole business of these banks 
is to attend to their own affairs and the wants of 
their immediate neighbourhoods ; and it is pos- 
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sible that it might be wise and the true interest of 
the proprietors of a bank at such places as Bir* 
mingham, SheflSeld> Leeds, &c., to be issuing 
paper to an immense extent upon the security of 
lands, houses, manufactures, and other real pro- 
perty, whilst the Bank of England was contract- 
ing its issues in every possible way, whereby the 
proprietors of the country bank would become, 
in the general smash which would follow, the 
proprietors of the freeholds on which their worth- 
less paper had been advanced; and this is no 
creature of the imagination^ for it has been actually 
done in America. 

The Bank of England is the only body which 
ought to have the power of issuing paper money, 
and for this privilege it ought to pay an equivalent 
value, by which the public would become a par- 
ticipator in the advantage. This amount of paper 
should be fixed by Parliament at whatever is sup- 
posed to have been the minimum of the circulation 
during the last twenty years ; and for the exclu- 
sive privilege of issuing this, the Bank should pay 
an annual sum to the Crown. No other body in 
the country should be suffered to issue notes, and 
those notes should not be convertible. In this way 
the fluctuation would take place in the amount of 
metallic circulation only. As to what the amount 
of paper should be, it is not possible to judge cor- 
rectly of that until after an investigation such as 
no private individual is competent to make. The 
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Lords of the Treasury, with the assistance of the 
Bank Directors, could easily form a sufficiently 
accurate estimate, and it is probable that the 
result would be from thirty to fifty millions. 
Whatever the amount be, to that amount would 
unproductive capital now locked up in a falsely- 
imagined purely metallic currency be let loose, 
and consequently a great relief would be given to 
all productive industry. Whether this relief would 
be of a permanent or of temporary utility, would 
depend upon the use which was made of it. 

By the declamations which were made at the 
time of Sir R. Peel's Bill, one would have sup- 
posed that paper money never was again to have 
been seen in the country. Such, however, is not 
the case; for, in the first place, the prohibition 
was only to the issue of notes below £5 ; and, in 
the second place, the permission of other bodies 
to issue notes is a proof that a wholly metallic 
currency is not now the object of the Government, 
whatever it might have been formerly.* The 
plan, therefore, here proposed is no departure 
from any principle, but simply a question of 
degree. The currency is at present composed of 
.r paper and n coin, and the only point is to fix 
these two values. 

No doubt the old refuted assertions of the greater 

* In the practical working of the system^ the inland banks 
never issue coin, but always paper of some kind^ either their 
OMOi or that of the Bank of England. 
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liability to forgery, the necessity of hanging all 
forgers, &c. &c., will be revived, but must not be 
attended to. A point of some importance is to 
know what to do with the sum to be annually 
paid by the Bank of England for its monopoly. 
The object most worthy of a statesman's exertions 
since the peace, was how to extinguish the public 
debt, a point which men of all parties seem una- 
nimously to agree not to consider. Although the 
people were justly impatient of taxation, because 
they perceived the public property shamefully 
squandered, they would have willingly consented 
to any temporary sacrifice which they saw evi- 
dently applied to the extinction of a permanent 
load. Even an income-tax, if the amount had 
not been merged in the general receipts of the 
Government, but had been applied to destroying 
the public debt, would have been assented to. It 
would be well to begin with any sum, and apply 
it specifically to this object; for by the public 
debt the powers of the country are effectually 
paralyzed, and the energies of the Government 
are crippled in every department of the public 
service. 

In conclusion, one word more respecting the 
stopping of the Bank, or the refusal to pay its 
notes in gold. Whenever its bullion is gone this 
is the step which it must take. It may apply to 
the Government to issue a prohibition as of old, 
and the Government may accede or may refuse. 
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but the fact will remain the saipe ; the Bank will 
not pay. It cannot matter in the least whether 
the Government do this or not ; in either case the 
Ministers will be reviled, and, as usual, without 
the smallest reason. Far more ruin would be 
produced by the groundless fright which such a 
measure would cause than by the subsequent ad- 
justment of the disturbance of commercial rela- 
tions. It might happen that a few pounds would 
make all the difference ; an amount so immeasur- 
ably small, when diffused throughout the manu- 
facturing world, as to be perfectly inappreciable ; 
and it might happen that several millions would 
not adjust the difference. Time only could reveal 
the true amount of disturbance ; and every single 
act which could be attempted to mitigate the evil 
could only aggravate it, by multiplying the fears 
and depressing the spirits of the whole community. 



THE END. 
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PREFACE. 



We have now had a pressure in the Money 
Market for a great many months, without 
giving rise to any discussion as to its cause. 
There has not, I believe, been an article in any 
Periodical, or a Pamphlet published on the 
subject, or, at least, none have come under 
my observation ; and, should the following 
suggestions only supply a text for discussion, 
they will not be without their usefulness. 



In so rapid a sketch of so extensive a 
question, obscurities can hardly fail to exist. 
But if the practical propositions contained 
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in this Pamphlet be found acceptable, ample 
opportunities will be afforded for removing 
any such obscurities ; and if not, they are 
of no importance. 



THOMAS JOPLIN. 



5, Montague Street, Rnsscll Square, 
Nov. If), 1830. 
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ON OUR MONETARY SYSTEM, 



^c. Sfc. 



The present situation of the Money Market has 
forcibly called attention to the Currency, in which 
some alteration appears to be very generally consi- 
dered necessary, though no definite proposition is at 
present before the public. 

The universal impression, however, both in and 
out of parliament, seems to be in favour of the 
principles of a measure which originated with 
myself. In 1822 the agriculturists were in much 
distress, owing to a great fall in prices which had 
then occurred, and for which no satisfactory reason 
was, or apparently could be assigned; one party 
attributing the distress to a contraction of the cur- 
rency, produced by an act of parliament familiarly 
known by the name of Mr. Peel's Bill; another 
referring its origin to over-production. 

Having in the commencement of that year drawn 
public attention to the advantages to be derived 
from the adoption of Joint Stock Banking, I was 
naturally led into the examination of this contro- 
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versy, from its connection with Banking; and the 
result of my investigation was, an impression that 
both parties were wrong: that the fall in prices 
proceeded neither from over-production nor from 
Mr. Peel's Bill ; but from an involuntary contraction 
of the country bank circulation, produced indepen- 
dently of the latter measure, and against which 
there was no remedy but in an entire change of 
system; and I proposed the establishment of a 
national currency, as a remedy for the existing 
distress, and as a preventive of similar derange- 
ments in future. 

This proposition first appeared in a work upon 
the subject published early in 1823. But a rise 
took place in agricultural produce shortly after 
its publication, and public attention was diverted 
from the consideration of remedies for a distress 
that had begun to pass away. However, with the 
permission of the Government, I published, in the 
winter of 1823, a series of Letters in the Courier^ 
at that time the demi-official paper, urgently recom- 
mending to public consideration the proposed plan 
of a national currency. I also communicated with 
the late Mr. Ricardo on the subject, and found him 
favourable to the proposition, though he denied its 
necessity ; for he had written a pamphlet to prove^ 
that the agricultural distress had not been pro- 
duced by any contraction of the currency, but by 
over-production. 

I requested him to take the matter up, which he 



engaged to do, and after his death in the following' 
year, it appeared he had prepared a pamphlet oa 
the subject, which was published, and which con- 
tains the principles of my plan, with alterationsr 
of his own as to the manner of carrying it out. 

Subsequently reflecting upon the causes which 
gave rise to the panic in 1825, I was led to per- 
ceive, that these pressures in the money market are 
the result of a defect in our system of currency, for 
which the plan I had proposed would also prove a 
remedy ; and in that year republished, with addi- 
tional observations, the Letters I had written for the 
Courier; since which I have repeated the plan and 
the arguments in its favour in two or three other 
publications, some of which have had a considerable 
circulation. The attention of Ministers was likewise 
given to it from the commencement, and I believe 
it was favourably thought of by the Cabinet of 
Lord Liverpool. Lord Althorp also attempted ta 
introduce it on the renewal of the Bank Charter int 
1833. He proposed the adoption of gradual steps 
for its accomplishment, but his efforts were defeated 
by the opposition of the private bankers. 

The subject having thus been before the public m 
a variety of ways for so many years, a general con- 
viction at length appears to prevail, both in and out 
of parliament, that we must eventually adopt a 
national system of currency. With the majority^ 
however, this is a sort of impression rather than 
conviction, for they are not aware of the arguments 
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in its favour ; while the renewal of the Bank Charter 
in 1844 is the period to which all look for effecting 
this contemplated change, leaving the mode of its 
accomplishment to be discovered in the mean 
time. 

My own conviction however is, that the period of 
the renewal of the Bank Charter would be the worst 
instead of the best time to effect the change in 
question, as it would then be mixed up with extra- 
neous matter ; that it may be effected with much 
less diflBculty than the public has generally sop- 
posed ; and that the present time is as proper for 
accomplishing the object as any other, more espe- 
cially as it would supply an immediate remedy 
for the existing pressure. 

These being my views, it may be expected that 
I should explain them ; and, as the author of the 
proposition, point out the best mode of introducing 
it. I shall therefore state the reasons which led me 
-to propose the plan ; its probable effect in steadying 
•the prices of agricultural produce ; how it would 
prevent those pressures in the money market to 
which we are subject; and finally point out the 
manner in which it may be introduced without any 
derangement, and with the approbation not only 
of the Bank of England, but also of the private 
find joint stock banks. 



In order to a clear understanding of the subject^ 
it will be necessary, in the first place, to inquire 
what is the object and effect of an importation of 
the precious metals. 

The purpose of all commercial intercourse, it may 
be remarked, is an interchange of the luxuries and 
necessaries of life ; and when a nation sells more 
commodities than it purchases, a balance of pay- 
ments becomes due to it, which is remitted in 
money. The nature of the money itself is of 
little consequence. If the Bank of England had 
branches in other parts of the world, and its notes 
were current in other countries, a balance of pay- 
ments in our favour would be as effectually settled 
by a remittance of Bank of England notes as by 
gold : yet no one would, for a moment, contend 
that these notes would possess any real value ; or 
that the nation would be the richer for the receipt 
of the notes themselves, were the payment of the 
balance due the only object of the remittance. But, 
under a proper system of currency, the money re- 
ceived would enter into circulation, produce an ele- 
vation of prices in this country, and a depression in 
that whence the balance was received ; and in our 
-subsequent transactions, we should sell, our com- 
modities at a higher price, and buy theirs at a 
lower. This would diminish their power of pur- 
chasing our produce, and increase our power of pur- 
chasing theirs. Our demand would be increased^ 
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and theirs reduced, until the trade was brought to 
a balance in commodities. Thus, the proper effect 
of a balance of payments in our favour, is not the 
mere acquisition of the money, but the increase of our 
wealth by enabling us to sell dear and buy cheap ; 
and, at the same time, bring our trade to a balance 
in commodities, its natural and proper state. 

This object of a balance of payments, the econo- 
mists have entirely overlooked. They consider gold 
a commodity desirable on its own account, and 
that we are richer for the possession of the gold itself. 
They also conceive, that it is imported because it is 
dearer in the country receiving it than in the coun- 
try whence it comes ; whereas, as a general princi- 
ple, the very reverse of this is the case. The influx 
is greatest into those countries where it is of the 
least value ; the price of money being always esti* 
mated by its power of purchasing the necessaries 
of life. Money is not a commodity, but a measure 
and representative of value, and an instrument by 
which to effect the interchange of commodities be- 
tween both individuals and nations. With this 
view, therefore, money imported and exported 
ought always to enter into, and be taken out of 
circulation. The practice pursued by the Bank 
of England, of purchasing up the gold as it comes 
into the country, and neutralizing its effect upon 
the circulation, which it ought to enlarge; and, 
on the other hand, of supplying the demand 



for it as it is required for exportation, without a 
corresponding contraction of the currency, is defeat- 
ing the very object for which the importation and 
exportation takes place ; and, if the Bank feels itself 
obliged to act thus, that very necessity is a sufficient 
evidence of a defect in the system ; either the Bank 
is wrong in pursuing this practice, or the system 
which requires it is founded in error. 

Although the economists have never correctly 
defined the use and effect of a balance of payments, 
they are generally agreed, that the importation and 
exportation of the precious metals, or "the ex- 
changes," as they are usually termed, offer the only 
proper means of knowing whether the currency is 
deficient or redundant, and that a paper currency, 
payable in the precious metals, ought to faithfully 
represent them : that is, that there ought to be 
neither more nor less paper in circulation, than the 
amount of the precious metals which would circulate, 
if there were no paper ; a principle which ought, at 
all times, to be kept distinctly in view. 

With these few preliminary observations, we 
shall refer to the period of the agricultural distress, 
which existed in the years 1820, 1821, and 1822 ; 
in order to point out the reasons which led to the 
proposition of a national currency, and because the 
history of that period is so distinctly marked, as to 
afford a clearer illustration of the subject than any 
other. 
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The distress was great. Wheat had fallen from the 
average of eighty -three shillings per quarter in 1818, 
to the average of forty-three shillings in 1822. It 
has been as low since, but without producing the 
same degree of embarrassment ; rent, and all other 
things, being at the former period accommodated to 
a much higher range of prices. Eighty shillings 
per quarter for wheat was then considered the lowest 
price which would enable the farmer to live ; the fall 
therefore left him, in most cases, without the power 
of paying any rent at all. There were one hundred 
and fifty sales of farming stock advertised in one 
week in the Norwich paper ; so that public atten- 
tion was very much drawn to the subject. 

Now the fall must obviously have proceeded from 
one of two causes, for price is composed of two ele- 
ments, money, and the commodity which it pur- 
chases ; therefore, either too much com must hare 
been brought to market, or too little money : and, 
first, with respect to the supply of com. 

The house of Messrs. Cropper, Benson, and Co., 
of Liverpool, were in the habit at that time of 
making, at considerable expense^ an annual survey 
of the state of the crops, and, after five or six years 
in bringing this survey to perfection, they gave the 
following to the Agricultural Committee of 1821, as 
the result of the six previous harvests; to which 
I have added the average price of the following 
year, in which, of course, each crop was consumed. 
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Price per qr. Year. 

645 1815 

1815. 37 Winchester Bushels per acre, qua- 

lity good 75 1816 

1816. 25 Ditto, very bad in quality, nearly 

^ rotten 94 1817 

1817. 33 Ditto, the quality not very good... 83 1818 

1818. 32 Ditto, quality very good 72 1819 

ISli^l 27' Ditto, quality very good, but not 

80 good as the year before 65 1820 

1820. 37 Ditto, soundr; SMid dry, but not so 

good as the. two preceding years.... 54 1821 

32 gross average. 

From this account, it appears there was no excess 
of supply. In these six years is included one failing 
crop ; yet the produce averages thirty-two bushels 
per acre. These surveys, it may be remarked, com- 
prise only the best corn districts, making no allow- 
ance for furrows and hedge-rows : but Mr. Hodgson, 
the acting partner of the firm, stated, that the average 
of twelve years left thirty- four bushels per acre. 
The harvests to which our attention is more parti- 
cularly called, are the three last; the price in 1817 
being enhanced by scarcity, and the price in 1818 
being a remunerative one ; and it will be seen that 
they averaged thirty-two bushels per acre. Hence, 
if we take th^ average of twelve years, the crops of 
1818, 1819, and 1820, were deficient; but if that of 
the six years be taken, there was neither redundancy 
nor deficiency, clearly proving that the fall in 1819, 
1820, and 1821, was not caused by over-production; 
and, so far as the supply is concerned, there is no 
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reason why wheat should have fallen below the 
price of 1818, eighty-three shillings per quarter. 

This is the most accurate account of our crops that 
was ever yet furnished. The object for which the 
surveys were taken on the part of the Messrs. Crop- 
per and Co. was, to predict, as com merchants, the 
probable price from the actual state of the crops, 
the variations in the price being generally supposed 
to depend on the amount of the supply. But I un- 
derstood at the time, from one of the members of the 
firm, that, except in the case of a very bad harvest, 
these surveys were very little to be depended upon as 
a means of estimating the probable price of com, 
which, indeed, was sufficiently clear from the ac- 
count they had furnished, as it established the fact, 
that the fall was not produced by any redundancy 
in the supply. But it was contended by those 
who considered this fall the result of an over-supply, 
that a very small surplus would have produced 
it. This position 1 apprehend to be erroneous, 
inasmuch as a good harvest is found to increase 
the demand for labour, both agricultural and manu- 
facturing, and thus increase the demand for com, 
with the increase of the supply, by which the 
price is prevented from falling; but it is not ne- 
cessary to rebut this argument in the present case, 
as we have the best evidence that could by possi- 
bility be afforded, of there having been no such 
surplus. 

Next as to Mr. Peel's Bill. Those who did not 
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admit this fall to have been caused by an over- 
supply, contended, that it was produced by the 
eflFect of Mr. Peel's Bill upon the operations of the 
Bank of England. But for this likewise there was 
no foundation, inasmuch as it had not had any effect 
upon the Bank at all. It was passed in 1819. 
The object of the Bill was to compel the Bank to 
contract and keep its issues within proper limits, 
by enforcing the payment of its notes in gold upon 
demand ; but the Bank^ instead of diminishing, had 
rather increased its issues after the passing of the 
Bill. The circulation of the kingdom was divisible 
into two parts; that of the country banks, including 
the whole of Scotland and Ireland, and that of the 
Bank of England, which was then confined to 
London and Lancashire, and comprehended the 
circulation of gold ; for at that time the country 
banks issued one pound notes, and no gold would 
circulate in the country. The moment it came 
into the bankers' hands, they substituted their 
own notes for it, and sent it up to London. It 
was only in London and Lancashire that gold 
would circulate, and it formed part of the circula- 
tion of the Bank of England. The Bank had with- 
drawn its one pound notes, but had substituted gold 
for them, and had added an additional four millions 
of gold to its circulation. 

It was not, therefore, any contraction of the prac- 
tical circulation of the Bank of England, that had 
produced this fall in prices. 
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It will also be observed, that so far as the price 
of com depends upon the circulation, it must be 
chiefly regulated by that of the country banks, those 
of Scotland and Ireland inclusive. The circulation 
of the Bank of England at that time being confined to 
London and Lancashire, would only be employed in 
promoting the consumption of about two millions 
or two millions and a half of people, out of twenty- 
four millions; and would only influence the price of 
com in some such proportion. If, therefore, the 
fall did proceed from a contraction of the currency, 
it must have been from that of the countiy banks; 
and the following Table, exhibiting the annual de- 
mand for stamps at the Stamp Ofiice, shows that 
there was a great falling ofi* in the amount of stamps 
issued for bank notes in those years, and consequently, 
a diminution in the issues of the country banks. 

Stamps issued to Price of 

Country Banks. Wheat. 

1813 £.12,615,509 107«. per quarter. 

1814 10,773,375 74 

1815 7,624,949 64 

1816 6,423,466 75 

1817 ' 9,075,958 94 

1818 12,316,868 83 

1819 5,640,313 72 

1820 3,674,894 65 

1821 3,987,582 64 

1822 4,217,341 43 

1823 4,857,589 51 

1824 6,093,367 62 

1825 .., 8,532,438 66 
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We have given the whole table for the period in 
which the returns were made on this principle. 
Previously, to 1813 the bank notes and commercial 
stamps were so mixed up, that no accurate estimate 
.could be made from the returns ; aikl durii^ 1826, 
stamps for one pound notes, ceased to be issued, 
so that the table includes the whole period to 
which the principle applies; and upon examina* 
tion it will be found, that all the material variations 
in price, during that period, were accompanied by a 
corresponding variation in the demand for stamps by 
the country banks. 

It is also to be remarked, that, in 1818, the ports 
were closed, the price of wheat having fallen below 
eighty shillings per quarter, under which no foreign 
wheat was at that time admitted ; and consequently, 
that, in 1820, 1821, and 1822, the country received 
no supplies of foreign corn. 

It is likewise very important to remark, that there 
was an immense importation of the precious metals 
during that period, greater than had ever occurred 
before within the same space of time, amounting to 
from fifteen to twenty millions ! 

Now, an importation of the precious metals is 
allowed by all political economists to prove a defi- 
ciency in the circulating medium; and it being 
demonstrated that there was no superabundance of 
supply, and no contraction of the Bank of England cur- 
rency, and that the issues of the country bankers were 
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considerably contracted ; it is therefore evident that the 
fall in prices in question was caused by the contracted 
issues of the country banks at that period. 

This contraction in the country bank circulation 
was not caused by the operations of the Bank of 
England, nor by Mr. Peel's Bill, but in all proba- 
bility arose from the economy of the country ex- 
ceeding its expenditure. 

The income of a nation must always be expended, 
being based on vegetable produce ; but there are 
two classes in the community— those who spend 
less than their income, and those who spend more ; 
they who save money, and they who incur debt. 
The latter class may be again subdivided, into those 
who spend money for their personal gratification, 
and who either borrow it, or sell property to ob- 
tain it; and those who employ in beneficial un- 
dertakings more than the actual amount of their 
present income, with the view of securing a greater 
income hereafter, besides paying the interest of the 
money they are induced to borrow. From what^ 
ever cause the demand for money arises, it must 
be limited to the supply of income saved within 
the year ; but, as may be inferred, the supply and 
demand vary from year to year — sometimes the 
demand is greater^ and sometimes less than the 
amount saved, and is kept to an equality with the 
supply by a variation in its price, or the rate 
of interest charged for its use. When the de- 
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mand exceeds the supply, the rate of interest rises ; 
and when the supply exceeds the demand, the rate 
of interest falls. 

But the country banks, who issue their own 
notes, charge only one rate of interest, viz. five per 
cent, which is frequently above the market rate ; 
and when this is the case, their issues contract. 
Suppose, for instance, in the course of a year, the de- 
posit customers of the banks save amongst them fifteen 
millions, and pay this sum into their hands, and the 
borrowing customers only have a demand for ten 
millions ; five millions of notes will be paid in and 
not taken out again, by which the circulation would 
be contracted : and it must have been by some such 
operation as this, that the contraction in question 
took place. But with a metallic currency this could 
not occur. If the banks had five millions of money 
deposited with them, which they could not lend at 
five per cent., they would lend it at four, or three, 
or two per cent. ; or on the best terms that could be 
obtained. Supposing even that they could ^ot find 
any borrowers for this sum, it would be no use for 
them to receive it from their deposit customers, as 
it would not answer their purpose to borrow what 
they could not lend ; and in that case, the proprie- 
tors of the surplus would employ or spend it them- 
selves, if they could not find othei" persoAs to give 
them an interest for it : they would not save what 
was of no value. This, however, is supposing a 
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case which never does occur, as there always is a 
demand for mone)^ at one rate of interest or another; 
and^ with a metallic medium, the economy of the 
country could never produce a contraction of the 
currency, 

I a^m aware that this view of the subject is not 
generally entertained. In practice, the bankers, do 
not perceive the principles which cause their circu- 
lation to dilate and contract. They profess to deal 
in money the same as with a metallic currency, and 
only to lend on the one hand what they have borrowed 
on the other, using their own notes as the instrument 
of the operation, but not calculating upon their re- 
maining out, until they have found that they actually 
do so ; and a certain amount of circulation, which 
thus keeps out, is a part of the profit of their business, 
and a small, though generally but a small, part ^f 
their resources. This amount is not determined by the 
quantity of business done, but rather the contrary; 
for the banks which do the largest business, and pay 
the greatest amount of notes over the counter, have 
generally the least proportion of circulation — ^these 
banks being situated in the manufacturing towns, 
while the greatest circulation is in the agricultural 
districts. In practice, it seems to the bankers that 
their circulation increases with the increase of prices, 
and is the effect and not the cause ; but this is briqg- 
ing the market to the money, and not the money to 
the market, and is contrary to all established prin- 
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ciples. They always, for instance, increase ttieif 
issues in a bad year, as if diminishing the quantity 
of commodities required a greater amount of money 
to effect the barter of them. Bankers and econo- 
mists are deceived by this apparent working of the 
ctirrenpy. No country can hare a demand for cir- 
culation : it will take any quantity, great or little; 
the prices accommodating themselves to the quan-^ 
tity. If gold were made as plentiful as silver, it 
would only be of the value of silver in procuring 
the necessaries of life ; and if silver were as scarce 
as gold, it would be as dear as gold. It is a 
great mistajce to suppose that the country has a de- 
mand for the notes of the banks. Banks should never 
have been allowed to issue notes at pleasure, in- 
asmuch as it defeats a great object of a currency, 
that of maintaining an equality of prices, and a 
steadiness in the demand for labour. The basis 
of all income being, as we have stated, vegetable 
produce, which must be consumed; and a party, 
who saves money, saves only so much vegetable 
produce, which he must either consume himself 
or lend to some one else for consumption. If he 
hoards money, he does not save income, but he 
contracts and deranges the circulation, and stag- 
nates labour, until a fall of prices takes place to 
enable the holders of the money left in circulation 
to command the whole of the produce. But hoarding 
is the exception and not the rule. 

Hence it is perfectly clear, that with a metallic 

c 
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currency this fall of prices would not have occurred : 
first, because there could have been no internal con- 
traction of the circulation; and next, because if 
there had been any deficiency in the circulation, it 
would have been more than supplied by the exces- 
sive importation of the precious metals, which would 
have been distributed over the United Kingdom, and 
not have been confined to London. 

The fact of fifteen to twenty millions of money 
having been imported on behalf of England, Ireland, 
and Scotland, and yet not permitted to circulate be- 
yond London and Lancashire, could only arise from 
a defect in our system, for which a remedy was re- 
quired. 

Nor did this required remedy, though compre- 
hensive, appear to present insuperable difficulties, 
at least in principle ; paper for every practical pur- 
pose of circulation is not only as good, but in many 
respects better than gold ; and all that was reqiwed 
appeaired to be, that it should be properly regulated, 
so as to prevent internal fluctuations, and that the 
importation and exportation of the precious loetals 
should produce their proper effect upon it. 

This might be accomplished if there were but 
one bank of issue for the three kingdoms, and if 
that bank were not allowed to increase or dimiOiksh 
its circulation, except on an importation or expor- 
tation of the precious metals. If it had a circula- 
tion of fifty millions, and five millions of gold were 
imported, let it purchase this five millions up by a 



19 

fresh issue of notes, making its circulation fifty-five 
millions, and in case of an exportation of the pre- 
cious metals, let it supply the demand and cancel 
its notes to the extent of the gold exported. In this 
case the currency would dilate and contract in the 
same way as if it were metallic. The precious 
metals, on being imported, would spread an amount 
of currency equal to their value over the United 
Kingdom; and, on being exported, would draw an 
equal amount from the circulation at large, pro- 
ducing the same efiect as with a metallic cur- 
rency. 

Thus, if a million of money were imported 
into London on behalf of parties in Ireland, after 
being coined at the Mint it would be sent to Ire- 
land ; and with such a bank it would be coined into 
notes^ and these notes sent t& Ireland. On the other 
hand, if a million of money were sent from Ireland 
abroad, with a metallic currency, it would probably 
be sent to London in the first instance, but the 
circulation of Ireland would be diminished one 
million, and not that of London ; and with such a 
bank, the notes would be sent to London and can- 
celled, gold obtained for them, and the circulation of 
Ireland, and not that of London, be affected by the 
remittance. This would confine the business of the 
local banks throughout the kingdom to dealitig in 
capital, to borrowing and lending money, and not to 
making and. unmaking it. 

A bank so constituted would be the sole engine for 

c 2 
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working the circulation, without the power of ever 
altering the amount of it ; and the great object would 
be achieved, of at all times keeping a circulation in 
paper at the precise amount at which it would be 
were it in gold. 

But with one bank of issue, there must be interoal 
regulations for its management. The notes, for inr 
stance, would wear out, and require renewal, and it 
might be inconvenient to send them to London to be 
renewed. Agents, therefore, would be required 
throughout the kingdom, to prevent this inconveni- 
ence, by supplying the public in the different towns 
and districts with new notes in exchange for the old 
ones, as the latter became unfit for use. The internal 
exchanges would also regulate themselves the same 
as with a metallic currency, by a balance of pay- 
ments involving the internal transmission of notes. 
If Edinburgh owed Leeds ten thousand pounds mopre 
than Leeds owed Edinburgh, ten thousand pounds 
would have to be sent in notes from Edinburgh 
to Leeds, by which the circulation of Edinburgh 
would be diminished to the extent of ten thou- 
sand pounds, and that of Leeds increased in an 
equal degree. 

But remitting money is attended with both trouble 
and risk, and before doing so, the parties would 
ei^eavour to purchase bills upon Leeds, or upon 
London which would probably answer the sam^ 
purpose ; and the money would only be sent, pro- 
vided such bills were not to be obtained. The 
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parties, however, might obviously be saved the 
inconvenience of sending the money, prdvided the 
agent of the National Bank in Edinburgh would 
take the notes and cancel them, and give a bill upon 
the agent at Leeds, to be paid by creating new 
notes to the amount of it. This would save the 
actual transmission of the money, and have the 
same effect upon the circulation; and for such a 
bill, some premium would readily be paid. 

Or, if a party in Edinburgh wished to send a remit- 
tance abroad, it would be more convenient for him to 
get abill from the agent of the bank in Edinburgh upon 
the Bank in London, than to send notes up to town in 
order to obtain it ; and for such accommodation he 
would be glad to pay a commission ; or, should he re- 
ceive gold from abroad, it would be more convenient 
for him to receive an order upon the agent of the bank 
in Edinburgh, than to receive bank notes in London, 
and have them sent down to him. It is perfectly 
clear, that, with a national bank, every convenience 
of internal transmission would be afforded ; and my 
plan embraced these conveniences, although the 
principle of it was simply that of having one cur- 
rency for the three kingdoms, which should dilate 
and contract with the influx and reflux of the pre- 
cious metals, and in no other manner. Presuming, 
of course, that the circulation was at that time 
deficient, and that an inquiry would be necessary 
to ascertain the proper amount, in order to set 
matters right. The plan was as follows : — 



22 

1. That joint stock banks should be established 
throughout the kingdom, which, in conjunction with 
the Bank of England, should be the agents ia 
issuing the currency. 

2. That the circulation should be lent to the 
Bank of England and the other banks throughout 
the country in given proportions, at a fixed rate of 
interest. 

3. That a Board of Commissioners should be 
established in London. 

4. That when bullion came into the country, the 
Commissioners should take it at the Mint price, 
and give a receipt for it, which might be called, for 
the sake of distinction, a bullion receipt; and which 
receipt should be an order upon the Bank of 
England, or any other bank in the United Kingdom, 
to which it might be presented for payment, to be 
paid by a fresh creation of notes. 

6. That any person wanting to send money out 
of the country, might obtain a bill upon the Com- 
missioners, from the bank where he resided ; the 
Bank cancelling and withdrawing the notes from 
circulation, with which the bill was purchased*; 
such bill, for the sake of distinction, to be called a 
bullion bill. 

6. That a bullion bill should not only be an order 
upon the Commissioners for bullion, but upon any 
bank in any other part of the kingdom for payment, 
by a fresh issue of notes ; and that a certain per 
centage should be charged for such bullion bill. 



23 

7. That the Commissioners should possess powers 
requisite for carrying the measure into effect, but 
that they should have no power either to increase 
or diminish the circulation on any other principles. 

This plan, it is obvious, would work precisely 
the same as if the currency were metallic. A 
party, with a metallic currency, having a hun- 
dred pounds in his pocket, might travel to any 
part of the kingdom, and add it to the circulation 
there by spending it. The possessor of a bullion 
bill, which is not only an order for bullion but for 
notes in any part of the kingdom, would be in the 
same situation. And the possessor of a bullion 
receipt would also be in the same situation as a man 
who got his specie or foreign coin coined into 
English money at the Mint, which he might add to 
the circulation wherever he wished to spend it. 

Again: the man who saved money out of his 
income would deposit it with his banker, whose 
business it would be to procure a customer for it ; 
and as he could not lend more than the sum placed 
in his hands, for his own sake he would not lend 
less, and thus the circulation, instead of being con- 
tracted, as in 1820, 1821, and 1822, by persons 
saving more than the borrowers wanted, the banker 
would keep the whole in circulation by accommo- 
dating the rate of interest to the emergency ; there 
being, as has been said, always a demand for money 
at one rate of interest or another. 
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We may therefore assume, that had this system 
of currency existed in 1818, the fall in the price of 
corn, which took place during the four subsequent 
years, would not have occurred. 



Assuming the correctness of the foregoing ob- 
servations, it may be inferred, that com is not so 
materially affected by variations in the supply as has 
hitherto been supposed, which^ if true^ must arise 
from the fact, that the necessaries of life are the 
staple produce of our soil, and form the basis of 
our national income, the expenditure of which id 
the source of demand for labour, and which demand 
for labour again gives rise to a demand for corn ; 
so that, an increased supply of corn causes an 
increased demand for it. Vice versd, a diminutioa 
in the supply of corn, by lessening this element 
of income* and thereby reducing the power of em- 
ploying labour, diminishes the demand for com. 

If, for instance, five bushels are brought into the 
market where there were only four brought before, and 
there is, at the same time, a demand for five bushels 
where there were only four demanded before, the 
price will remain stationary : and vice versd. 

It is also consistent with common experience, 
that a good harvest produces a brisk trade and an 
increased demand for labour, and that after a bad 
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harvest trade is dull, and laboar is thrown out of 
employment. 

"A French author," says Smith, "of great know- 
ledge and ingenuity, M. Messance, receiver of the 
tallies in the election of St. Etienne, endeavours to 
show, that the poor do more work in cheap than in 
dear years, by comparing the quantity and value of 
the goods made upon three different occasions in 
three different manufactories, one of coarse woollens, 
carried on at Elbeuf, one of linen, and another of 
silk, both of which extend through the whole gene- 
rality of Rouen. It appears from his account, 
which^is copied from registers of the public offices, 
that the quantity and value of the goods made in 
those three manufactories has been generally greater 
in cheap than in dear years ; and that it has always 
been greatest in the cheapest years*.** 

It appears also from the surveys of Messrs. Crop- 
per, Ben^n, and Co., which, as before stated, had 
been taken through a series of years with all possible 
pains, and which had been reduced to great accu- 
racy, that the crop of 1819 was ^ds below the ave- 
rage ; and that the crop of 1 820 was -j^s above the 

* The term cheap ought here, no doubt, to be plentiful. This 
quotation is a simple fact ; but as an authority on questions of 
principle, Smith ought to be received with caution. In currency 
and banking, for instance, he has perpetuated the errors he 
ought to have exposed, and has cost the nation tens, if not 
hundreds of millions thereby. 
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average. Now taking the crop of wheat merely at 
the amount which Colquhoun calculated some 
thirty or forty years ago, that is, 12,000,000 
quarters, there must have been a deficiency of 
1,750,000 quarters in 1819, and a superabundance 
of 1,750,000 quarters in 1820. And the following 
shows the variation of prices in those years, keeping 
in mind, that the crop being gathered at the latter 
end of the year, affects the prices of the year fol- 
lowing. 

Years. Prices of wheat. 

1819 12s. 

1820 Q5 The year in which the deficient crop of 1819 

was brought to market. 

1821 .54 The year in which the abundant crop of 1820 

was brought to market. 

In the years 1820 and 1821 there was a total 
fall of eighteen shillings, which, as we have before 
shown, was produced by the currency, making nine 
shillings per quarter on the average for the two years ; 
but as there was a difference between the supply of 
the two years of 3,500,000 quarters, it might have 
been expected that a very considerable effect upon 
the prices of those years would have been produced, 
notwithstanding that the currency was the cause of 
the average fall. We, however, find that the diffe- 
rence was only four shillings per quarter, the fall 
in the one year being seven shillings, and in the 
other eleven; so that a difference in the supply, 
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amounting to nearly one-third of an average crop, 
did not produce an effect upon the price of more 
than four shillings per quarter, an effect so insigni- 
ficant, as to make it appear conclusive that the 
supply does not regulate the price in the way gene- 
rally supposed. 

Again : Government, for the purpose of taking 
the average price of corn from time to time, so 
as to regulate the duty upon foreign corn, ob- 
tain a weekly return of the price and quantity of 
all the corn of home growth, sold in one hundred 
and fifty of the principal markets in the kingdom. 
These returns have been furnished to the Govern- 
ment since 1826; but it is only since 1829 that 
they were perfected on the present principle. 

All the foreign corn is, without exception, 
sold in some of those markets before it is con- 
sumed ; and the following Table contains the total 
amount and the average price of wheat sold in those 
markets from 1829 to 1838 inclusive. 
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1829... 


2,576,129 


1 ,663,341 


4,239,470 


66s. 3d. 


1830... 


3,152,837 


1,661,847 


4,814,704 


64 3 


1331 — 


2,810,792 


2,303,974 


6,114,766 


66 4 


1832... 


3,296,381 


447,102 


3,743,483 


58 8 


1833... 


3,576,653 


297,565 


3,874,218 


52 11 


1334... 


3,768,602 


176,321 


3,944,923 


46 2 


1835... 


3,927,620 


66,905 


3,994,525 


39 4 


1836... 


4,393,025 


241,742 


4,634,767 


48 6 


1837... 


3,389,007 


559,943 


4,448,950 


55 10, 


1838... 


4,064,305 


1,371,957 


5,436,262 


64 7 



This table shows a M\ of price from 182& *o 
1835, and then a rise from 1835 to 1838. tf tlit 
fall had been produced by the supply, a gteit 
increase would have been observable. When the 
prices were highest, the smallest quantity would 
have been brought to market; when lowest, the 
largest quantity. But by this table it appeafS, 
that when the price was the lowest there w« 
the least supply, aod the greatest when the price 
was at the highest It is evident, therefore, that 
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the fluctuations in price recorded in this table, 
did not proceed from the supply, a:nd must 
have proceeded from the demand, or from the 
quantity of money brought to market; a fact 
which is rendered obvious, when we consider 
that if the variations proceeded from the demand, 
they would have a tendency to affect the sup- 
ply in the manner which the table exhibits: the 
holders of corn, more especially of home growth, 
generally keep back their supplies in a falling market, 
and bring them forward again when a rise takes 
place. 

Some allowance, I believe, must be made in 
periods of importation, for the management of the 
merchants, who are said to make conventional 
sales amongst themselves for the sake of affecting 
the duty on foreign corn. But if we throw out the 
three first and the last years of this table, and confine 
ourselves simply to th6 intermediate six years, in 
which, with an insignificant exception, the supply 
is of home growth^ the fact is sufiiciently established, 
that the supply was not the cause of the fluctuations 
which occurred. 

As these variations in^ price were not caused by 
the supply^ they must^ of course, have proceeded from 
the currency: but there was no coincident contrac- 
tion of the country bank circulation, so far, at least, 
as the tabular returns exhibit. 

,Xhe following is a statement of the circulation of 
the private and joint stock banks in England and 
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JaneM 

D^ S» 


8,Ta3,*00 
^5,795 
8,370,424 
8.037,655 

8,231,906 
8,45.5,114 

8,334,863 

8,353,894 
8,614,132 
7,764,824 
7,753,000 

7,275,784 
7,187,678 
6,701,906 
7,043,470 

7,005,472 
7,383,247 
7,083,811 
7,o09,W2 

7,042,104 
7,610,708 
0,917,037 


1,31M0> 10^15^104 

i,tsg,427 io,im,ea7 

],«12,«*7 leyil 8,682 
1,783,680 bo.l-M,! 13 
2,122,173 10,a3S,a28 


£. 


Hkrcb 3« .... 

June 27 

Sept-M 

Dic.20 


2,188,954 10,430,160 
2,484,687 I0^39,M1 
2,508,036 10,«0,a2S 
2,799,551 11,134,414 


10,798,?« 


March 2fl ... 

Jonc26 

Sept. 34 

D«,31 


3,094,(e5 11,447,919 
3,588,064 12,202,196 

4,258,197 12,011,697 


April 1 


3,755,270 11,031,063 
3,684,764 10,872,437 
3,440,053 10,142,049 
3,826,605 10,870,135 

3,921,039 10,0-26,511 
4,302,256 11,746,503 
4,281,151 11,364,962 
4,625,546 12,225,488 


B«pt. 30 

Dec. 30 

March 31 ..„ 

Juno 30 

Sept. 20 

Dm. 81 


10,729,921 
11,505,016 


March 30 ... 

JuoeUU 

Sept. 29 


4,617,303 12,259,467 
4,665,110 12,275,818 

4,167,313 11,084,070 



Thus, although it is very clear that the low price 
of grain in 1835 must have heen the result of a 
niouetary cause, it does not appear that there was 
any reduction in the circulation of country bank 
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notes in that year, and it is obvious that we have 
much to learn on the subject of com and currency. 

It is not, for instance, very clear how less money 
can be brought to market with an increased amount 
in practical circulation; yet, in 1834, the average 
circulation was £.10,381,120; in 1835, it was 
£.10,728,749, an increase of nearly £.350,000; and 
yet there was less money brought to market This 
I have no doubt is capable of a sufficiently simple 
explanation ; but I confess that I have not materials 
before me by which to afford any solution of the 
difficulty. 

There has, however, been a considerable exten- 
sion of the country bank circulation since 1835, 
which may help to account for the present price of 
com ; more especially, when we consider the great 
increase in the number of banks throughout the 
country, by which economy in the use of the circu- 
lation is promoted, and the same amount rendered 
capable of sustaining a higher state of prices. 

There is a difference of opinion with regard to 
the harvest 

It is by some considered that we have just 
gathered one of the most abundant crops of corn, 
particularly of wheat, that this country ever pro- 
duced ; that the quantity sown was greater than was 
ever known before ; that the stock on hand, on the 
approach of harvest, was also greater than last year*; 

^ This is stated by Mr. Burgess, the author of the Banker's 
Circular, from his own observation. 
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that there has, likewise, been au excellent pcfMoe 
cfop; and that there is a tolerable supply of fo- 
reign com in the warehouses : so that in no period 
of our history have we ever had so abundant a 
supply as at present Others agam make out 
that the crop is not above an average one. But 
in this I apprehend they are very much influ- 
enced by the price keeping up. A high price of 
com being in itself considered an evidence of 
scarcity. Whichever statement be correct, how- 
ever, it is perfectly clear that there is no scarcity ; 
and that, if the price be sustained, it must be 1^ 
means of the circulation. 

I may also observe, that when com is paid foir 
in money, except in an actual scarcity, it is a proof 
of its not being wanted. This country in itself tiatk 
never have a demand for a single bushel of foreign 
com. We are sellers of com manipulated, kttd 
sending corn to us is like sending coals to Newcas- 
tle. We cannot continue to receive it, unless fflife 
preceded or accompanied by a foreign demand !fbr 
the produce of our labour, sufficient to generate ^^hUsf 
consumption ; and when this is not the case, \t&S 
money is exported to pay for it, which, with A 
proper currency, would be abstracted from pracJ-' 
tical circulation, the demand for it would be re- 
duced, while the supply was increased, u*til 
this double action on the price terminated 'tibie 
tmde. 

On the other hand, an importation of the preciods 
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meters is a proof of a demand for corn. ForeigA^ 
require more of our manufactured produce, than we 
of their produce in return; and the mean&of sup*^ 
porting additicHial labour is requisite to supply such 
demand. This is ^ected by the addition to the 
eiurculation raising the price of com, until a suffi-^ 
cient quantity of it is imported to support the addi* 
tional labour required. And when we look at the 
large amount of the precious metals which has been 
received since the termination of the war, I do not 
myself doubt, that had the proposed system of cur- 
rency been introduced at the period of the passing 
of Mr. Peel's Bill, the price of corn never would 
have fallen! to any extent, if at all, below the price 
at which our com laws would have admitted it from 
abroad, and that. we should have regularly imported 
com,, to a greater or less extent, from that period 
lip. to the. present moment. 

W.^ Imve^ within the last twelve months, exported 
s^vein or eight millions of bullion without any mate-^ 
rial .qontraction, either of the country bank circula- 
tion ffv that of the Bank of England, which is con- 
trary to all sound principle. But if we had 
a scarcity last year, this may have been a ben^ 
ficial effect; for it cannot be denied, that with 
a metallic currency we should have but a small 
chance of obtaining any great extent of foreign 
supplies in a time of scarcity. In, less commer- 
cial countries than our own, where deposit banks 
do not to any extent exist, people are in the habit 
of hoarding money against a scarcity, which hoards 

D 
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are brought into circulation when a scarcity occurs, 
increasing the price so as to tempt com from a dis- 
tance, while it furnishes the means of paying for it 
But a metallic currency in this country would be 
all in practical circulation ; and an importation of 
c<Nrn, paid for in money, would immediately contract 
the circulation, throw labour out of employment, 
and reduce the price. The manufacturing classes 
never benefit by the importation of corn paid for in 
money. A contraction of the currency always falls 
upon them in the first instance, and the supply, 
which has this effect, places them in a worse 
situation than before — it places bread before them, 
but at the same time offers an effectual bar to their 
obtaining it. 

One advantage of the proposed plan of cor* 
rency is, that while it corrects the evils of our 
present system, it will also prevent those incident to 
a metallic circulation^ by enabling the Government 
to prevent the contraction, which would otherwise 
take plate at such periods ; or, to do what will be 
still better, to suspend cash payments when a 
scarcity is ascertained, so that corn must of necessity 
be paid for in the produce of labour, for which a 
premium will be afforded by the fall in the ex- 
changes. If money could not be sent to pay 
for the corn, bills for that purpose would rise 
to a premium, and the merchants would be in- 
duced to export goods, for the sake of the pre- 
mium to be obtained for the bills drawn against 
them. 
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Corn imported in a scarcity is, however, tlie 
exception, not the rule. The exportation of money 
at such periods is not a proof of redundancy in 
the circulation, but is the cause of a derange- 
ment in it, by producing an eitportation and con- 
traction to tneet a temporary emergency, which 
it is desirable to prevent, and which might be pre-^ 
vented under the proposed plan. In order to this^ 
however, it will be necessary that the currency 
should be entirely paper. If it consist of both 
gold and paper, a suspension of cash payments 
would be useless, as it would be taken out of prac- 
tical circulation, and labour be equally thrown out 
of employment. Our present bastard system of a 
mixed currency, secures to us the disadvantages of 
both, without the benefits of either. 

It may also be proper to remark, that we ought 
to have annual Government surveys^ or estimates of 
the amount of the crops. It could never be proper 
to suspend cash payments upon the very vague spe- 
culations regarding the crop which are generally 
made. Such surveys would likewise assist us to a 
more Accurate determination as to the effect of the 
supply upon the price ; for should it prove that the 
supply of corn has little effect upon the price of it, 
which frotn the foregoing seems highly probable, it 
would produce a very great change in all our views 
and proceedings, both legislative and otherwise, 
upon the subject. 
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As before stated, I was led to the suggestion of 
the proposed plan of currency, by an examination 
into the cause of that depression in the price of 
com, which existed in 1820, 1821, and 1822; but 
when led to investigate the cause of the panic of 
1 825, I perceived that this plan would be a still 
more effectual remedy for the panics and pressures 
to which our money market is so continually 
subject. 

The ready money or cash, in the money market 
of London, is, for the most part, in the hands, or 
rather in the tills, of the bankers who deal in it ; 
and this is the only stock of money which the' 
market contains. If a person saves money, he 
generally deposits it with his banker, who lends it 
out agaift to parties, by whom it is returned into 
circulation. The banker has an extensive know- 
ledge of the borrowers, and other means of issuing 
it; and with the exception of the money which Jh^ 
finds it convenient to hold in his till, as pedple 
deposit money with him on the one hand, he rein- 
troduces it into circulation on the other, by lending 
it at interest, or purchasing securities* with it of 
parties who are in want of the money. The large 

* Securities are the stock of Government, Exchequer bills, 
India bonds, or any obligations to pay an annual interest, which 
have a marketable value ; and it is of no importance, with re- 
ference to the employment of money, whether it be advanced to 
merchants and manufacturers on commercial bills, or their per- 
sonal credit, or be issued in the purchase of securities. No 
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sums, perhaps thirty or forty millions, deposited 
with the London bankers, do not exist as money, 
having been spent in the purchase of goods, the 
erection of buildings, &c., but are, for the most part, 
represented by transferable securities bearing in- 
terest. If a person gives a cheque upon his banker . 
for one thousand pounds, it may be paid into another 
bank ; and if one banker withdraws a loan of one 
thousand pounds to enable him to pay this cheque, 
the other lends the thousand pounds on some sort of 
security, if not the same; and no real change 
takes place, as regards the cash and money in the 
market 

With the exception, therefore, of the money in 
the tills of the bankers, there is no ready money in 
the money market. Even the money in the tills of 
the bankers can hardly be called ready money. 
The bankers make their profits by lending, at in- 
terest, the money deposited with them, and not by 
retaining it in their hands. It may therefore be 
assumed, that they will never keep more money in 
their tills than they can help. The economy, 
indeed, which is exercised in the practical use of 
money, is very great. Mr. Thomas, inspector of 
the clearing house, where the bankers daily settle 
with each other, stated to the Bullion Committee, 

man parts with a security bearing an annual interest, without he 
has an use for the money ; and if he has an use for the money, 
it will eventually find its way into consumption, and give em- 
ployment to labour. 
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in the year 1810, that the average amount of 
drafts paid every day at the clearing bouse, was 
£.4,700,000; and yet the average amount of the 
balance paid in bank notes, was no more than 
£.220,000, 

This economy is likewise no doubt extended to 
the amount of money retained in their tills, which, 
it is reasonable to think, is as limited as prudence 
will permit ; and though individual bankers may be 
occasionally compelled to have a less amount than 
they prescribe to themselves, the probability is, 
that some other banker has a greater, so that the 
amount, on the aggregate, is never materially di- 
minished ; and ought not, in any calculations on the 
subject, to be estimated as available money. Hence 
it may be assumed, that there never is what may be 
termed cash in the money market. The money in 
the market consists in money lent, and conse- 
quently of money spent, represented by obligations 
to pay, or securities bearing interest. 

Money received in discharge of a balance of pay- 
ments, is of a different character. It is money in prac- 
tical circulation, employed in conducting that barter, 
or interchange of commodity for commodity, in which 
all trade consists. It represents income received 
and in the process of expenditure, and not income 
saved, and has no natural connection with the 
money market. 

If a manufacturer who sells his goods^ is paid for 
them in money, it is immaterial to him whetb^r that 
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money be gold, or bank notes of equal value with 
gold ; he has no more capital to spare, whether his 
goods be paid for in one money or the other ; and 
though gold should be received from abroad, with 
which to pay for them, he is not the ndhet for it ; 
and if he be not the richer, and have no more dis- 
posable capital, no one else ought to have, the mo- 
ney being due to him, and to no other party. On 
the other hand, if a person consumes a pipe of wine 
annually, as a part of his yearly expenditure^ pro- 
vided for by his annual income, he does not resort 
to the money market to pay for his wine, whether 
he does so in notes or gold ; he pays what he re- 
ceives ; and capital, which is money saved, ought 
not to be diminished thereby, whether the money be 
sent abroad or not 

But by our present system of currency, the im- 
portation and exportation of the precious metals 
are made to have an influence upon the money 
market of London, and that too, in the very inverse 
order in which they ought to affect it ; an exporta- 
tion of the precious metals making capital scarce 
in London, and an importation making it plen^ 
tiful. 

When the balance of payments is against us, 
it proceeds from our importing more commodities 
than we export; and that money^ which would 
otherwise be expended in a demand for commo- 
dities, the produce of British labour, is sent abroad. 
The immediate tendency of this is, to create 
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4 stagnation of trade, and a stagnation of trade 
ttisVeir would, in itself, create a demand for capital 
ih tfie money market of London, or any other pluee : 
so that the commercial demand for capital ought t6 
be diminished during an exportetion of the precious 
metals, rather than increased. 

On the other hand, an importation of the pre*- 
dous metals, when legitimate, and in the ordinary 
course of commercial transactions, is the result of 
an increased demand for our manufactures, and 
has the effect of making trade brisk, and creat- 
ing an additional demand for capital in com- 
mercial undertakings, which ought to increase the 
interest of money, whereas, according to our present 
system, it produces a directly contrary efiect. 

Neither would a legitimate increase in the value 
of money, ever produce embarrassment in the 
money market. The money market is supplied 
with fresh capital from the savings of income, and 
the ordinary manner in which a fresh demand for it 
arises is, from its expenditure in the purchase df 
goods for sale, or in useful undertakings in which 
labour is employed, or by parties who spend mor^ 
than their incomes, and who are willing to borrow 
frona those who spend less, by which, the demahd 
for labour is equally promoted. The demand f<^ 
capital thus caused, must be a gradual process, by 
which the rate of interest would progressively rise, 
and with it the profits of trade. 

This would improve the situation of the comtlier^ 
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cial community, who are never bene6ted by low 
interest and low profits. Daring the war^ whe^ 
capital wa» scarce from the excessive expenditure 
of Crovernment, the merchants made twice as much 
money as they do at present, and never suffered 
any embarrassment by the scarcity of capital which 
then existed : a scarcity of capital, injurious to the 
commercial classes, could never be legitimately 
produced. 

It would thus appear, that the importation and 
exportation of the precious metals, ought to have 
little or no effect upon the value of capital ; but 
that, if it has any effect at all, the importation should 
have a tendency to make capital scarce, and the 
exportation to make it plentiful : whereas, with our 
present system of currency, an importation of the 
precious metals makes capital plentiful in London ; 
and an exportation of them makes it so scarce, 
as to produce those embarrassments in the commer- 
cial world which we so frequently experience, and 
from one of which we are now suffering. 

This evil arises from a defect in our system ; for 
which, as before stated, the proposed plan would be 
a remedy. 

The precious metals imported and exported, though 
they come to and are sent from London, are re- 
ceived and paid on account of the kingdom at 
large ; and, if the currency were metallic, they 
would enter into and be taken from the general 
circulation of the kingdom. Thus, if a person in 
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Cork were to purchase a pipe of port wine, value 
say fifty pounds, for which, money was to be sent 
from Cork to Oporto ; the balance of payments 
would be against Cork and in favour of Oporto, to 
the extent of fifty pounds. 

This sum, with a metallic currency, would be 
sent from Cork to Oporto ; and neither the circula- 
tion nor the money market of London would be in 
any way affected by the transaction. It might, 
indeed, as a matter of convenience, be sent to Lon- 
don, and from. London to Oporto ; but this would 
be a mechanical process, and would have no influ-. 
ence upon either the circulation^ or the value of 
money in London. If, on the contrary, a sum of 
money were remitted from abroad to Cork, or to 
any other part of the kingdom, it might be trans- 
mitted through London for the purpose of being 
coined at the Mint, but would not stop until it 
reached its ultimate destination. 

With our system of currency, however, the case 
is different. A person at Cork, wishing to send 
fifty pounds to Oporto, would take bank notes, in 
which he received his income, into a bank at Cork, 
and get a bill upon London; and the London banker 
upon whom the bill was drawn would supply him 
with fifty pounds in gold, or in Bank of England 
notes, with which to purchase the bullion of the 
Bank to send to Oporto. This, although the indi- 
vidual banker might not perceive it, would reduce 
the stock in the tills of the London bankers to that 
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amount, and compel them to withdraw an equal 
extent of accommodation from the commercial com- 
munity ; and if a tradesman has to pay on the one 
hand fifty pounds which he has borrowed for the 
purpose of his trade, without the power of reborrow- 
ing an equal sum on the other, he must do so by 
reducing his stock of commodities, and the employ- 
ment of those who are engaged in reproducing 
them. 

On the contrary, if fifty pounds in cash were remitted 
from Portugal in discharge of a debt due to Cork, 
the money would be sent to London, and a bill 
for fifty pounds would be drawn upon London by 
the party in Cork to whom the money was due. 
This bill he would either discount, or pay into his 
bank at Cork, and receive Cork notes for it, which 
would answer his purpose the same as if gold had 
been sent direct to him at Cork. The Cork banker 
would send the bill to his agent in London, who 
would obtain possession of the fifty pounds in bul- 
lion, and hold it on the Cork banker's account^ 
and would either get it coined at the Mint, or sell 
it to the Bank of England for its notes, which he 
would introduce into circulation by advancing their 
amount to parties wishing to borrow it for the pur- 
pose of expenditure, by which labour would be 
employed. 

The circulation of Cork would, in this supposed 
case, be diminished on the one hand and increased 
on the other to the extent of fifty pounds, provided 
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there were no local causes in operation to counteract 
the effect ; and, so far as Cork is concerned, the 
effect on the currency would be legitimate. 

Neither would the money market of Cork be in 
any way affected by the transaction. The money, in 
the one case remitted for the payment of the wine, 
would come out of the income of the party consum- 
ing it, and not out of the capital of the traders of 
Cork ; and on the other, the money would be re- 
ceived in exchange for commodities, a part of the 
annual produce of the land and labour of the 
country, forming a portion of the income of the 
party receiving it, and would not, as a necessary 
consequence, add any thing to his capital, or that 
of the traders of Cork. 

fiut in London, the money would, in the first 
instance, increase or diminish the supply of capital 
in the money market, and through the money market 
would be intraduced into, or abstracted from prac- 
tical circulation ; both of which are totally illegiti- 
mate; the money having no proper connection, 
either with the money market or the circulation of 
London. 

The case of Cork is applicable to every other 
part of the United Kingdom ; for, as before stated, I 

though the precious metals are imported into, and 
exported from London, they are received and re- 
mitted on account of the kingdom at large; and 
this is the simple cause of all the pressures and 
panics that we have experienced for the last cen- 
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tury, and which from time to time have conyulsed 
the country from end to end, producing the ruin 
of hundreds and thousands of merchants, bankers, 
and traders of all denominations. 

This will appear the more obvious if we look to 
Hamburgh, which possesses a metallic currency, 
and is to the north of Europe what London is to 
the United Kingdom, and into which gold is im- 
ported, and from which it is received, without, I be- 
lieve, producing any visible, and certainly no em- 
barrassing effect upon the value of capital, although 
its money market must be on a much smaller scale 
than ours. The Dutch, likewise, possess a metallic 
currency, and the exchanges are found to have little 
or no eflFect upon the money market of Amsterdam. 
It is only in countries possessing a currency like our 
own, that the exchanges produce evils similar to 
those which we have so long experienced. 

It is true that the Bank of England has the 
power, which it exercises to a great extent, of con- 
trolling, if not of preventing, this derangement in 
the money market of London, by purchasing up the 
gold as it comes into the market, and supplying the 
demand for it as it goes out. If it issue, say pne 
thousand pounds of its notes in the purchase pjf 
bullion, it withdraws one thousand pounds by the 
sale of securities. But, during an adverse balance 
of payments, it does not appear to be able entirely 
to prevent these derangements. 

If one million of gold be purchased of the Bank 
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for exportation, and the Bank takes the same amount 
of its notes, and issues them in the discount of 
commercial, or in the purchase of Exchequer' bills, 
so that the amount of notes in circulation is not 
varied, it is diifficult to perceive how the money 
market of London can be affected by the operation 
— but it is so. Capital becomes scarce during an 
adverse exchange, even when the Bank does not 
contract its issues ; and there appears to be no 
effectual means of correcting the evil by any species 
of management under the present system. 

As a pressure is produced by an adverse ex« 
change, even without a contraction of issues on the 
part of the Bank, so the derangement is of course 
much greater when it suffers its issues to contract ; 
and this the Bank of England has discovered. 

But in 1 825 it had not attained this knowledge so 
clearly as at present, and allowed its issues to be 
contracted to the extent of three millions and a half, 
which gave rise to the pressure and panic of that 
year, when we were reduced, as Mr. Huskisson 
stated, to within forty-eight hours of a state of 
barter, and from which we were only saved by a 
suggestion of my own, made at this critical 
period *. 

* The general opinion at this time entertained was, that the 
Bank had the power of instantly determining the exchanges for 
or against us, hy the contraction and enlargement of its issaeis ; 
and Goremmenty the Bank, and the Press, were adverse to any 
enlargement of issues in order to relieve the existing distress, as 
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Being then led into a more particular investiga- 
tion of the subject, I perceived that the plan I had 
proposed as a remedy for the fluctuations in the 
prices of corn would also completely remove all 
these derangements in the money market, by pre- 
venting the exchanges having any effect upon it. 
The bullion, as it was imported into London, 
would, according to my plan, be lodged with com- 
missioners on behalf of that part of the kingdom to 
which it was due, and to which the bullion receipt 
for it would be transmitted, causing an enlargement 
of issues where the enlargement should be made, 

it was on all hands contended, that it would but postpone, not 
remedy the evil, as they would have to be again withdrawn , 
by which a repetition of the same embarrassments would be 
produced. But, possessing at that moment the confidence of 
the Editor of the Courier, the then demi-official organ of the 
Government, I wrote the leading article for Tuesday, 12th De- 
cember, 1825, when the panic was at its height, recommending 
the Bank to meet the demand by an increase of issues, con- 
futing the errors entertained upon the subject, and explaining 
the grounds upon which it might be safely made. The explana- 
tion was so satisfactory as to be immediately acted upon ; and, 
following up this article by two or three others to the same 
effect, the Bank was induced to issue in four days every note and 
sovereign it had in its possession, to the amount of about seven or 
eight millions. On Saturday night, it could not change fifteen 
of its own notes of one thousand pounds each. 

I have subsequently been able to prove, by disclosures which 
have been since made, that this proceeding on the part of the 
Bank, though prompted by the Government, was caused by these 
articles in the Conjier. 
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and having no connection with the money niarltet' 6if 
London at all. On the other hand, as the biillion 
was exported, bullion bills from different parts of 
the country would be presented for it, a contractioii 
of the currency would take place where the bullion 
bills were drawn, and the money market of London 
would be totally uninfluenced by the operation. 

The Bank at present is in a very curious predica- 
ment. The Bullion Committee of 1810, and every 
subsequent committee of parliament on the subject 
of the currency, together with all the political* eco- 
nomists who have written upon it, not perceiviiig 
the defect in the system which we have just pointed 
otit, have laid it down as a principle for the govett- 
ment of the Bank, that it should enlarge tiiA'\i6S^ 
tract its issues with the influx and reflux of the pre- 
cious metals ; assuming, that if it did so, the country 
banks would be obliged to follow its example; -*^he 
Directors admit the correctness of this printJ^le, 
but have found by experience that they ccuM-mJv%t 
act upon it without producing the most dislasihjt& 
consequences. They are, therefore, placed beifwi^ 
two fires : if they do not enlarge and contract' thiidr 
issues with the influx and reflux of the precious id¥^ 
tals, they have the political economists up6n= dieir 
backs ; and if they do, they have the embarrassmi^ 
of the commercial community and the indignation c^ 
the countrv from one end to the other to contend witfr. 
They have indeed attempted to cloak this positidi 
by some principles of their own, which they pro- 
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pounded to the Committee on the renewal of tlie 
Sank Charter in 1832. But these principles may be 
aaid to be devoid of all principle, for the Bank 
never did act upon them, and never could. 

Experience, however, appears to have taught the 
Bank, that eighteen millions is somewhere about the 
right amount of notes for it to have in circulation ; 
and it never issues much beyond this amount, from 
the difficulty it finds in withdrawing them when ne- 
cessary to do so ; inasmuch|^ it is an easier process 
to convert money into a house, than to recoi^vert 
the house into money again, an operation which is 
presupposed in every withdrawal of circulation by 
the Bank. But upon what correct principle eighteen 
millions is the proper amount of notes to have in 
circulation, neither the Bank nor any other party 
can say. 

Another evil would also be remedied by the plan. 
If from any cause a scarcity of capital should occur 
in London, this scarcity couldl)e supplied from other 
parts, of the kingdom ; whereas at present the circu- 
lation of London in bank notes may be diminished 
by remittances to the country, but cannot be in- 
crease by remittances to London from the country. 

A person in Glasgow, for instance, wishing to send 
one thpusand pounds to London, in order to avail 
hiniself of the higher rate of interest obtainable 
there, would take local notes into a bank at Glas- 
gow, and obtain a bill upon London for the amount; 
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but the London banker would have to obtaia^libe 
money in London with which to pay the billi wod 
whatever advantage the person in Glasgow might 
gain by possessing the thousand pounds in London, 
the Glasgow banker, or his correspondent in. LondoUi 
would lose by having to supply him widi it Axon* 
traction of issues might take place in Glasgow, but 
the scarcity in London would not be in the least de* 
gi^ mitigated by the operation: whereas by tibe 
system of currency proposed, the circulation of Glas*" 
gow would be diminished one thousand pounds, and 
ihd circulation of London increased one thousand 
pounds, while one thousand pounds of disposable 
capital would be removed from Uie money inark^ 
of Glasgow to the money market of London, ndiev^ 
4i<g the one of its superabundance, and the othecof 
its scarcity. 

It may be further remarked as an evidene^ oCuhe 
ietiperfection of our present sy stem^ that :tt 4iQ^mA 
work correctly even upon its own principjkssM -^M 
foreign exchanges, for instance, as we haye?>itefti 
ought to act directly upon the country bankri)ii^a* 
tioU) enlarging it with a balance of payment^ iftflMf 
favjOur, and contracting it with a balance. t^n||'llfi|( 
^Pf)t we do not find this effect produced : Jpofibdcf 
cumstances more powerful are in contiauf^ ^tf^lMi 
4o {prevent it, so that we have had ta:^v|^er%x- 
change to the extent of seven or eight millions, li^ 
only a very trifling effect upon the country banl^i^ 

^ 
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colal^Mi ; and this^ effdet faa8 probabl)^ arisen more 
horn the pressure in the money iiis^k^ than from 
the actual exportation of the precious metals. 

A contraction of the currencyi however,, whether 
produced or accompanied by a scarcity of eapital, 
is not likely to be permanent ; the general tendency 
cf such a scarcity being to increase the circulation^ 
rather than depress it A banker may witbdr^ 
Im loans upon commercial bilk, end make ^apitad 
scarce in a particular trade, but thi» only indaees 
parties to adopt other meana of supplyilig Ihe de^ 
cimcy, which is, for the most part^ done, ^either 
direetly or indirectly, l^ a ssde oi* gov^mmeist 
securities, against which a bill upon London^^is 
drawn, and discounted or paid into the ha^ida of ^ a 
eoiihtry banker, who gives his noted for it, |he 
banker becoming possessed of the stock, or its vttlue^ 
y London; for it may be remarked, that ou^ Ideal 
banks might buy up the whole national debt : by 
fresh issues of notes, on the most legitimate f^in- 
ci|^s of country banking. ^ 

^ By the pressure of 1636, the country bank circu^ 
iMion ^icperienced a eontraction, but it soon r^€f6^ 
▼^ed itself^ and I apprehel:id that this is^ likely ib 
be the case with the contraction Which htis t^entl^r 
laken place* .: v^^ 

It appears, .likewise, from the table oi the coi^try 
bimk eireulation (pslge 30), that since the ests^lish^ 
m^nt 0f joint stock banks, a gradual and eteady 
increase in the country bank circu^tion has be^ ex- 

£ 2 . 
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perienced ; and even should the present Gontraction 
produce a fall in the price of comi the impor- 
tations of it cease, and the exchanges be turi;ied 
in our favour, yet it seems probable, that any such 
reaction will be of short continuance, that the country 
banks, in no great length of time, ifirill re^extend 
their circulation, prices s^ain rise, the importiatioB 
df foreign com be again resumed, and a demand 
vpon the Bank of England for the precious metals 
b6 again experienced, with which to pay for it; by 
which the Bank will eventually be brought to a 
isfospension of cash payments, without any prospect 
6f being able to resume them ; and this would bring 
our present system to a natural termination : in no 
great length of time, should such a fall of prices.be 
produced. But I apprehend, that no- sach.i^M.^ 
likely to occur ; that the importation of foreign ^r|i 
will go on, the exchanges continue against us^^rawl 
&at a suspension of cash payments, in a few mo^lj^s 
is almost inevitable. Whenever this shall occuF^^if 
it has not done so already, our system is broug^fo 
its natural termination. Our banks can fievi^frilie 
allowed to issue notes payable in gold on deij^ap^, 
without they are enabled in themselves, or^hy t^e 
^Bank of England, to fulfil this condition*- .Xtrjs^ljbe 
only check against over issues ; and as the^ r^jftld^ris 
not now paying its notes in gold, but in a^|^|]mHK>- 
idation bills upon Paris, I apprehend a Busp^^i^jp^^f 
cash pa3anents has virtually taken, place, an^ ttJujat 
^'time has fully arrived fQr the introductjfi^p^rpf 
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tbfe p^roposed system, showld it be approved. • Tb# 
next question, therefore, to be considered i3>,tb§ 
best mode of cariying it into effect. 

In 1823, when I first suggested the plan of cur- 
rency which we have conmdered, the system^ of 
banking, in this country, was exclusively privet?, 
and liable to general panics, by which, great derangji?* 
ment was produced, and which derangement W0u|4 
be very materially increased, if there were .fto 
expansive power in the circulation. If the thirty 
or forty millions of money, or any comicl^rfi^ 
portion of it, deposited with the London banJk^s, 
were, under the influence of panic, to be4ei»8^d^ 
at one time, a total stoppage of payments mu§t 
ensue, not only by the bankers, but by their cus- 
tomers, unless the Bank of England possessed tjbe 
power of issuing fresh notes to meet it; «nd ^is 
'"Would be equally applicable ta banks throcighout 
the country. And as the power of issuing new nol$s 
for such an occasion, would, by this improved sy;i- 
tern of currency, be taken from the Bank, it was 
obviously desirable that it should be. accompanied 
l^y an improved system of banking. I'propoided, 
in eoni^uence, that joint stock banks should be 
the agents in the management of the new system;^ a 
proposition, which I anticipated would supply. < an 
d:€lditioiml argument to the Government for crearking 
-^u^^^tablishments ; and I believe the argument «tas 
• ^ftbt without its effect; But the currency o£ England 
^^being stiill, to a great extent, in the hands of prkyrate 
bankers, it would be injudicious, as well as unneces- 
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saiy? to introduce the proposed plan with too strict 
an adherence to the original proposition. 

' Joint stock banks having become onireMa)^ the 
feitr of a general panic is remored; fbit* if ' the 
public distrust a private bank, they bare u joitft 
jEftbck bank immediately to resort to ; and it seems 
hardly possible, now, to create tbat general sCate of 
aiscredity or panic, which at one time wib sb 
titfmmon. Banking is also a much better nnddfUitbod 
bnsihess now than it was formerly. I apj^rehend 
'thit even the private banks are much safer, ^toid 
^inore worthy of credit, failures among them hsMog 
blicoihe much less frequent Hence, in carrying tte 
proposed system into effect, there seems to 'be tio 
netiessity to make any distinction between the^ri- 
vate and joint stock banks; and by making ^itidk 
bank the agent and debtor of the governmeik^' V3 
the extent of its issues, the system natay. be 4tHl^6- 
duced without the least difficulty. SifiJp6i6^ 
banker has fifty thousand pounds of' notes- 4tfet^- 
culation, for which sum, of course, he is InddMed 
to the public : let him become indebted to t&e state, 
instead of the public, to that amonnt, • wilii «i 
\ttddrtional sum for his till ; and if this be ndoae .cia 
ierms satisfuctory to him, he could have no po^tfale 
objection to the change; but^ on the contrary, it 
i&ight be made very acceptable to him. I Would, 
therefore, venture to suggest an act of parliament, 
to some such effect as the following. 

I'^ifjCl^ ^-' . K ' . . * . . ■ ■ , ...» 

.J* 

1 . That on the day of ^: aU^Ae 
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bank nptea in the United Kingdoip, >prbf^er is^ifed 
by private or joint ^tock bank^^ incl^dil^^ t|fp?e.of 
4be Bi^nks of BpgUnd arod Ire]|anj(ji, sb^U t^ecpme 
the current money of the realms the saoie. as tbe 

-.;,^, That parties jioldingtbem in^ay receirecasK 

;^or daueiu at t^ Ban England, or may obta^i?, 

^om; any of v the banks by which they are issued) 

^ drs^t, to be termed a bullion bill % upon t^-J^ft^ 

^of .England for the amount of them; for .wl]f|ch 

dnft^ or billy he may either receive coin cgc.Bai^^^pf 

JSngland notes, at his option ; or he may {^^§nt,4t 

j|a aT^y other bank of issue in the kingdon^^^^d 

^];ec^iye their notes for it !) oc . , 

;.,3«, That notes received in purchase of a. bl^llipn 

bJIIL 1^11 be cancelled; and that such bill, if,. i^ot 

.j^aid ju;i coin or bullion by the Bank of Eng^apd, 

.shall be paid by > fresh issue of notes, eitker by the 

Bank of England, or by any other bank of issue in 

J^glandj Ireland, or Scotland, to which it may be 

ipqfesented* 

4t That the. Bank of England shall purchase all 
, J^ulMon^ presented to it by a fresh issue of nqtse,^ or 
,,by a receipt, which shall be an order i^pq*. any 
.^ptl^r J>ank in England, Ireland, or J^ojtlan^n >to 

w ■'■:■ .. '. • . ■ . • . .:o-':.:^i'^- 

., * j^iqr term. bullion biUy appe?grs to me to e^pl^ b^t the 
character of the draft , but a bank post bill, or any other name, 
which distinguished it from a common commercial bill, wiA' do as 
well. A name, however, is necessary for clearness;; aiinl- if not 
given, the public would make the distinction by adopting some 
iMoie^ of their own. s'^ 
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which it shall be presented for payment, to be 

by a fresh issue of notes« < 

5. That each bank shall become indebted to the 
Government for the amount of its circulatipn, and 
such further amount as may be necessary for i^;^lL^ 

6. That a Board of Commissioners shall be ^t&r 
blished in London, to settle and conduct the detaijs 
of the plan, on such conditions and with sudi 
powers as Parliament shall determine. 

The general proposition embraced in this plan.is^ 
that the power of issuing notes at pleasure, ia to be 
taken from the banks by which the currency is at 
present issued, and that hereafter there shall be no 
alteration in the amount of the circulation, excepit, 
such ajs would be produced by an importation an4 ; 
. exportation of the precious metals, if the cwxwfigii. 
were metallic; and this principle being ,a^p|>t^,; 
the great object will be attained. I have propQfpd., 
the arrangements with respect to bullion )»i]J^j&n. 
with a view to simplify the practical applicatip^^^o/^ ^ s 
the principle; but any other arrangenient ipa^.be 
equally well adopted that shall appear moce C09t - 
venient, , . 

The advantage of making the existing issuers of • 
the currency the future agents in the management ' 
of it, upon terms advantageous to themselves, is. 
obvious. It will prevent any thing like derange- 
ment in carrying the plan into effect: the public 
will know no other difference, than that the banlf: .■ 
notes they may hold will possess a higher degree c^p. 
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ctedii ; while, from tbe moment the •plan' fe* ^cBijitea, '''[ 
all further derangements in the rtoney 'n&l*kiet, "1^ 
the opera;tton of the exchanges, will be at dd^toa; as 
the influx tmdrefhix of l3ie precious metals will 
take plaee tbtaHy^ iiidependent of, and nnconntected 
wrthit.-' '■'''"■'-^' -'*^^' •■■-'■■-■■ .".'.<. ..: -- .J v," 

The only diflBsrence between this plan tod the 
one originally proposed isj that'of mating jprivatcj as 
well as joint stock banks^ the agents iti4sisiring:f hit"' 
currency, and leaving in the hands of the Bank of 
England^ the mechanical process /6f reteeiTitag the 
precious metals" when imported, tJie Bank granting^ ' 
its own notes or bullion receipts foi'themi atid^payi ' 
ing the bkrllioi^ bills in the precious metals, whenAe ] 
latter are tequired for exportation; ah operatidn 
whieh wa* consigned by the original plan to the* 
Cbintoissioners, but which will be better performed 
by the Bknk ^f England, who have existing arfAnge*^ • 
m^nt»ft>ritondncting it. -h '■ 

With a metallic currency, no one would have the 
power of ^either increasing or diminishing the amount 
of the circulation ; they could not make goH and 
silver, ' arid they would not destroy it : so with this 
system there is no necessity for even Government to 
hate the power of adding to, or taking a single note 
from the eireuktion. But we cannot coin paper any 
more tfalin metallic money, without suitable parties 
to superintend the operation; and it is not abso* 
lutely necessary that the Commissioners should have 
more extensive powers than are requisite for. this pur-^ 
pose. Frem the deranged state of our <Jurrcncy, how^ 



68 

erer, and the fact tlimt tbe knpOTtatioQ and expovti^ 
tion of the precioas metak, have not beoi allowed 
to exorcise their legitimate influence upon priecBi 
the exchanges haTC, in a minority of imtanecBy pie^ 
baUy ceased to be moie than the adjustment of a 
commercial balance, and not at all tunes m eeitun 
{HTOof of a deficiency or redundancy in the oircisda^ 
tion. It will, therefore, be a question forihalkgtsr 
iatore to d^ennine, whether they will, or will inol, 
grant to the Commissioiners, for a time^ the powor 
to modify the effect of die influx and reflui^c^.the 
predooB metals upon the circulation, should it i^ 
pear to them desirable, until die working o£ our 
syitem is brought into a more healthy condition^ 

It will also be proper to consider wfaedier, in the 
erent of a bad harvest, ascertained to i^ist hy 
proper surveys, the Government or the GommissiaBr 
ers should not have the power, which has been before 
suggested, of either suspending cash paymeirta alto- 
gether, or of preventing a contraction of llnnncuEB- 
rency, which would otherwise be produeedjf> Igntbe 
exportation of money to pay for the ceiw ifiqpartid 
at such periods, and by which a practical 7dMai%»- 
ment of the currency would be caused, r-iahuoir^ 

It is not, however, my intention to enAec^nloihe 
various powers which may be requisite, or the 
details which may be involved, in carrying dij3 plan 
into effect, and in which, questions of gresLt^ttfdcbttirt 
will necessarily arise. I do not posseiss bd!G§Fiius 
requisite for this purpose. In questiox^ , so ^ ne w, 



considerable difficulties will no doubt pi^sseqljjlj^^- 
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aelves^ and mistakes be made. A very intelligent 
CSommittee on Joint Stock Banking, in 1836, with 
the late Chancellor of the Exchequer in the chair, 
who had himself been an active, intdAigent joint 
stock bank director for many years, made a Report, 
recommending upwards of a dozen propositions for 
the improvement of joiiit stock banking, almost aU 
of which were fondamentally erroneous ""^^ and it 
cannot be supposed,: that m earryii^ oofc this plan 
some errors vrUl not be comndtted; but/die basis :c|f 
it being soond, I da not apprehend that any ^evil sl> 
serious wiU occur, as is produced by one single 
pressure in the mcmey mark^ :. 

The plan, likewise, will create a considerable 
revenue for the Government, making ample allow- 
ance far the risk of bad debts, and charging the 
banks no more for the circulation than it at present 
costs them^ or than they will most willingly pay for 
it But rtbe ques(tion of revenue is not worthy of a 
nuxn^M's consideration, in comparison with that iur 
temal quidt tod comm^feial peace, if it may be so 
termed, which the plan will introduce ; and which 
will jreKeve^ not only commerce, but, it is probable, 
agriculture also, from those disturbing causes by 

which so many are continually deprived of the fruits 

. • '• ■ ^ - ■ ■ ■ » / 

:■ '^ This was tadiiy admitttd by the Chancellca of the Ezche- 
fpiAif himself A ffx^l pamphlet, pointing out the errors (^ the 
^eport^ was sent by the joint stock banks to each member of 
Parliament ; and he had the candour to recommend it to the at- 
tehltion of me House, and eventually gave up his projects for 
improvibg the joint t^kxfk banks. 
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of their industry ; possessing also this rare quality 
for so comprehensive a measure — diat it will injure 
no one. 

In proposing for adoption so important a plan, 
it may be some advantage to be able to state, that 
the principles of it have, in all probability, re- 
ceived the approbation of persons most competent 
to form a judgment on the subject I have already 
stated, that it met the approbation of Lord Liver- 
pool s Cabinet when first proposed, al&ough it is 
only by a sort of circumstantial evidence that I 
have been able to arrive at this conclusion. In die 
first place, I was allowed to advocate tiie plan in 
the Courier, in 1823 : these Letters were repub- 
lished in 1825, and in 1826 Mr. Robinson, then 
Chancellor of the Exchequer*, stated to a firiend of 
mine, that he entirely concurred with me, but 
wished for some explanations on the subject, and 
appointed an interview with me to receive ' them. 
This interview was prevented by a Cabinet Counbil 
being held at the time, and he did not renew iSie 
appointment ; but, as the subject was okie in which 
he did not profess to take a lead, I inferred lha;t^his 
opinions were those of Mr. Huskisson and Lord 
Liverpool. In this conclusion I was substeqiidtifly 
fortified by a declaration of Mr. Huskisson to-^*a 
friend of mine, now in Pariiament, to wKote^Se 
spoke of me in favourable tenns, and amon^ oH^v 
things declared, that he had the greateiit t!^b^fidl^e 

in any plan that I proposed; and I hav^ slfifee 

• 

* Now the Earl of Ripon. 
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understood, that in 1826 it was mooted in. the Cabi- 
net, whether a national system of currency should 
or should not be established. 
. In 1833| Lord Althorp also proposed to intro- 
duce the plan, by giving charters to joint, stock 
banks, to be established throughout the country, 
upon condition of their issuing the notes of the 
Bank of England ; which was an attempt to intro- 
duce it without the aid of the Government Board of 
Commissioners. But in this, as before meptioned^ 
he was defeated by tlie influence of the privat^ 
bankers. This, however, proves his opinibn, and 
those with whom he advised on the subject, to bp 
in favour of the proposed principle. But it ^s 
particularly fortunate for the country that £i^ 
plan wa3 defeated. It never could have b^/ep 
carried into complete effect. It would haye encou- 
raged the Bank in its attempts to regulate its issues 
by the exchanges, which would have deepened tlie 
embarrassments in the London market, and have 
jspread them Qipre extensively over the kingdom. ^ 
Af\ preset, where local circulations exist, the 
pres^rOiT^ in jthe London money market are slow m 
communicating jlJbeiiiselves. Money can be remitted 
4^0^! oner local distrjict to another, possessing^ ^a 
lo^al circulation; bankers' drafts upon Limdon, 
amsweii^g^ the purpose of bullion bills, and enabling 
the bank$,.tQ^i^l^m they are presented to increase 
.tl^ir issqei ^upon them^ so that the abundeince ^bf 
01^^^ district can relieve the scarcity of another: and 
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it 18 highly detrimental to Lancashire that it should 
be trammeUed with the Bank of England circule^ 
tion, by which it is prevented receiving relief from 
other parts of the country^ and is made to feel these 
pressures even in a greater degree than London ttse}£ 
Lord Althorp's plan would have extended this evil to 
other districts of the kingdom, and conld never hawe 
been persevered in, though it might have sooner. led| 
by the additional confusion it introduced, to the moie 
comprehensive remedy now proposed. 

These minkterial approbations of the principle 
are, however, extremdy important They riiow.du£ 
the subject has been favourably considered by poi^ 
ties who are deeply responsible for the. t>pi* 
nions . they entertained ; leaving, at the same tiiiu^ 
little doubt, that had the plan now proposed im>^ 
curred to Lord Aithorp in 1833, he would Jim<|[ 
adopted it in preference to his own* whieh. w^ 
given up by him, not from any appreheiiiion^4>£the 
dangers involved by it, of which he had no ow^pt 
tion, but because he . was defeated by the infli»eoec| 
of the private bankers, as he himself stated i bufc as 
this plan would have carried his views, intp jn0ib 
epmplete efiect, and, if judiciously HQtrngeid, }mMb 
secured him the support instead of the i^jpMitioii':^ 
tlie private bankers, he would, no doufat, Jmr0:i.pMk 
ferred it; and we should, in all probfd>iUty,vJuan 
been saved one period of agricultural distress^ acnd^ 
three pressures in the money madtet^ which ^^fvr 
since occurred. : u-: ^lo:^ 
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The pressure in the money market hai rather 
abated^ but seems now, Nov. 9, 1839, to be on the 
increase. This may possibly arise from the proceed- 
ings of the Bank of England. The kte harvest 
has not materially reduced the price of com, and 
the importations of it, and the exportation of the 
precious metals to pay for it^ are likely to continue, 
without such a contraction of the currency be effected 
as shall reduce prices ; and the Directors are, possd- 
bly, taking the only steps in their power to produce 
silch contraction, in order to prevent the Bank 
from being reduced to a necessity of stopping cash 
paymrats. This is only a reasonable course for 
them to adopt, with the principles laid down by all 
atidiorky for their government, and the notions en* 
tevtained on the subject by themselves : and, if they 
pnoeeed in it, they may eventually screw the coun* 
l^y into eonvttlsions. 

Now, if the proposed plan could be at once 
adopted byi^ an Order in Council, or any simfliair 
process, this might be avoided. 
^^ A contraction of currency, by an adverse ex- 
ehange, woidd fall equally upon the United Kiug^ 
dvm ; ted "OH London only in the proportion which 
&e'i»peii4|tax^ of income in London bbre to that of 
tbe::nation at large; while so great a scarcity of 
oion^yi'^liks been recently experienced in Londotti 
#ould'briii^Temittances from all parts of the coun- 
try^ by which ^tibis circulation of London might hti 
consid^ably enlarged, although the general cirenla- 
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tion of the kingdom was diminished. Hence if the 
proposed plan could be immediately carried into 
effect, an enlargement of the circulation of London 
would be one of the first consequences resulting 
from it, if even matters were left to right themselves. 
But if the plan were adopted, there would be no 
necessity to begin with derangement. The money 
market of London would naturally be set right by a 
suitable enlargement of the London circulation to 
commence with, and the currency, after that, be left 
to take its own course. Should, however, the plan be 
approved, it cannot be taken up so hastily. 

It will, in the first instance, have to be submitted 
to the investigation of a Committee of Parliament, 
from which delay will naturally arise, more especially 
if the Committee should be disposed to go deeply 
into the question ; for it requires a presentiment of 
the truth, not only to collect the facts requisite for 
proving it, but to draw right conclusions from , them 
after they are obtained. Error is generally a deduc- 
tion from facts as well as truth : indeed the exist- 
ence of error may generally be traced to the appa- 
rently obvious conclusions, from the known facts of 
a subject, being mistaken ones. Currency, in par- 
ticular, is liable to false deductions, in consequence 
of money acting at one and the same time as the 
representative of both currency and capital ; and 
though, with time, parliamentary investigations ge- 
nerally benefit a subject, by calling public attention 
to it; yet it generally requires two or three years 
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for this purpose. But could the system be, aapptecl 
in the course of next session, it appears to me^ that 
the present pressure in the raoney market might be 
at once relieved : for we have gold enough and to 
spare in the country for the working of the new 
system, even should the exchanges continue against 
us for a twelvemonth to come. 

The Bank Directors in all probability, however, 
would not consider themselves justified in en- 
larging their issues without the responsible advicq 
or interposition of the Government, which could 
only be given in the event of the Government being 
of opinion, that the present system is on the eve of 
a natural termination, that the proposed plan is the 
best, if not the only, remedy for its evils, aqd that 
it ought to be forthwith carried into effect. 

Jn favour of their undertaking this responsibility 
it may be remarked, that they have the precedent 
of 1825, in which the Government of that day took 
upon it tp recommend the Bank to adopt a very un- 
usual course; also, that the proposed plan is not 
new — that it was suggested before joint stock bank- 
ing was even known in this country, to the great 
majority of the public, and formed part of a general 
plan for the improvement of our monetary system, 
one half of which, in the establishment of joint 
stock banks, has been carried into effect; and that 
its principles were recognized by the present mi- 
nistry in 1833. 

But there is another mode by which the pressure 
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might be removed, without calling ttpon Bither the 
Qovernment or the Bank for any undue exercise of 
responsibility; and that is, by the banks in Lsin- 
casbire, Warwickshire, and other pliaces, that is^e 
the notes of the Bank of Euglaad, soibstitattog 
notes of their own for theniv by which ihe coimtfy 
circulation of the Bank of England woold be re- 
turned to London, and immediately produce '^e 
relief required. The banks might supply them- 
selves with their own notes in a month, and wodld 
become entitled to their share of the general cir- 
culation, should the plan be adopted, bes^de^ free- 
ing themselves and their districts, under aoyucir- 
cumstances, from the friglitful incubus of the Bank 
of England circulation under the present system. 

In taking this step, they would supply bbth 
the Bank of England and the Governmeiit nMth 
an excuse for immediate action, and :possib}yi>iPe- 
lieve them from some embarrassment; and) as I 
apprehend it will be found upon consideralticfti, 
that the entire change of system proposed is tiie 
only remedy for the evils of our currency, and the 
proposal to make it the interest of every bank of 
issue to join in the change, the only perfectly safe 
mode of carrying it into effect, — whatever accelerates 
the measures of Government for this purpose, can 
hardly be esteemed less than a public benefit. 
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' In the event of this col] ntry adopting^' the: ;pm- 
posed system of currency, it is most likeiy thlit 
America wiil follow its example; and ft is desirable 
that it should do sOy for thoug^h we are^ 'politically 
two nations^ we are commercially one. It would, 
bowever, be very inconvenient^ not only to America 
but to otber nationa, if this were done literally, and 
tbat> no enlargement of the circulation of^ America 
should take place^ except through the medium of 
the foreign exchanges. Every country has its own 
peculiarity, to which it would be desirable to adapt 
the proposed system, in the event of its being intro- 
duced ; and it is even very possible, that the regu- 
lations^ proper for New York, might not be equally 
so for some of the other states, I have looked into 
the new banking law for the state of New York, 
which, it is said, will prove a model for the other 
statis^ and have no hesitation in saying, that it 
is no /emendation upon the law which it has super- 
seded. It removes a minor, but enlarges the major 
evil of their system. 
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